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chable: electronic 
telephone company. 


Envoy 100 


With Envoy 100 electronic 
messaging, nothing stops your 
message from reaching its 
destination. Not busy phone lines, 
not long lunches, not time zone 
differences. 

Envoy 100 enables you to reach 
your customers, suppliers and 
associates at your convenience, 
even when they’re not in to 
take your call. And once they’ve 
returned, you can be notified of 
the exact time and date they read 
your message. 

So instead of wasting time 
trying again and again to reach 
someone, you Can improve your 
productivity by only having to 
send your message once. 

Naturally, you too can be sent 
messages whether you're in or 
out. Which means you don’t have 
to wait around for orders, reports 
and other vital information. 

And because that information 
arrives in the form of a written 
message, it’s bound to be a clearer, 
more organized expression of the 
facts. 





All you need to use this service 
is a standard office terminal. In 
fact, you can even use a portable 
terminal on business trips or for 
working at home. 

Because, unlike more limited 
electronic messaging services, 
Envoy 100 can be used absolutely 
any place in Canada where 
there’s a terminal and a telephone. 

Which is particularly appro- 
priate since Envoy 100 is provided 
by your telephone company. 

Envoy 100 also lets you use our 
EnvoyPost electronic mail service 
to send letters from your terminals 
to millions of Canadian addresses 
by the same business day. 

What may surprise you is that 
Envoy 100 will actually reduce 
your communications costs. And 
you only pay for it as you use it. 

So find out more about Envoy 100, 
the largest electronic messaging 
service of its type that’s available 
nationwide. With Envoy 100, being 
out of the office no longer means 
being out of reach. 

For a free brochure on Envoy 100 
Call toll free 


1-800-267-4747 
(112-800-267-4747 in B.C). 


Nationwide business communications 
from your telephone company. 


Maritime Tel & Tel * NBTel 
Newfoundland Telephone . Island Tel 








It’s time to stake your claim 
in Atlantic Canada’s great 





tomorrows. sis 
Reach this growth market... Now! 
Whether your current 


position is market entry, or 
market expansion, we can 
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THE ATLANTIC ECONOMY IN 1983: 


Mixed reviews 


There is a dizzying array of opinions 
currently in circulation concerning the 
state of the North American economy. 
Some analysts and politicians argue that 
the recovery is well under way. Indeed, 
the American ambassador on a recent 
visit to Atlantic Canada boasted that a 
10.9 per cent growth rate for the U.S. 
economy in the last quarter of 1983 
would endure, and played down critics 
who have expressed concern about the 
stability of the recovery. 

Other observers have pointed to 
continuing high unemployment, and 
at levelling off in the rate of improve- 
ment in some indicators, such as re- 
tail spending and housing starts, as 
evidence that the recovery is at best 
very weak. 

The true picture will only emerge in 
hindsight, but is probably somewhere 
between these two extremes. Certainly, 
there is a recovery under way, but it will 
not be strong enough to pull all unem- 
ployed resources and industrial capacity 
back to work. In particular, we are un- 
likely to see a return to strong real 
growth rates in the order of 3 or 4 per 
cent which characterized the Canadian 
economy for most of the 1970s. In addi- 
tion, the recovery may not be strong 
enough to allow durable improvement in 
Atlantic Canada. 


Retail sales and housing starts improve 

Consumer spending in the shape of 
retail trade has traditionally been an im- 
portant motivation to growth in the 
Atlantic economy. For much of 1983 
there was a substantial increase in the 
total value of retail sales in the region, 
especially for so-called big-ticket items 
(also known as consumer durables) such 
as motor vehicles and household ap- 
pliances and furniture. 


atlantic provinces 
economic council 
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Note 

The information on which this sup- 
plement is based was assembled in late 
October and early November to meet a 
deadline for submission for publication 
on November 7. It reflects the most re- 
cent and accurate data available. The na- 
ture of the economic beast, however, may 
mean that statistics especially become out 
of date rather quickly. Please bear this in 
mind as you read the supplement. 
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Since this early surge in spending, 
consumer activity has levelled off. This 
may reflect several factors, such as con- 
tinuing high unemployment contributing 
to a decline in total real disposable in- 
come (the amount of spending money 
available after taxes and so on). There 
is also evidence that much of the increase 
in spending was financed by savings, and 
this traditionally has not been a bot- 
tomless pit. 

Residential housing construction also 
moved sharply upwards early in the year. 
Lower interest rates and generous gov- 
ernment incentives for new home-build- 
ing were largely responsible. Since the in- 
centives have expired, and as the interest 
rate ticked upwards slightly, this early in- 
crease in activity has not been main- 
tained at the same level. 


What do we make of a surplus in trade? 

Some analysts have also argued a sur- 
plus in merchandise trade will stand the 
country and this region in good stead in 
strengthening the recovery. This may be 
misleading. Our export position looks 
strong because demand for these exports 
went down much less than our demand 
for imports. 

For example, the tonnage of export 
cargo shipped through Saint John de- 
clined by 45 per cent to the end of July 
1983 compared to the same period a year 
earlier. As import demand is likely to in- 
crease quite rapidly, it will probably 
outstrip the rate of growth of export 
shipments, particularly as American 
recovery slows down somewhat. 

While a strongly paced recovery is 
not in the cards, the spirit of enthusiasm 
which was encouraged by retail sales 
spending is likely to be replaced by more 
stable growth, albeit at lower rates. The 
gradual reduction in inventories, and 
higher rates of capacity utilization at 
many regional plants should encourage 
much-needed investment. The major 


Council is an independent, non- 

profit, non-partisan research insti- 
tute which has given commentary on, 
and analysis of, the Atlantic economy 
since 1953. This supplement represents 
the latest in a series of annual reviews of 
conditions in the Atlantic region. 

In its role as educator, advocate and 
critic, APEC also undertakes other 
publishing enterprises, including regular 
Newsletters (eight times a year) and 
quarterly reports (four times a year). 
These publications are available by 
subscription to APEC. Occasional 
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concern at the moment is the timing of 
this trend. Many of Atlantic Canada’s 
most important industries, such as pulp 
and paper and the fishery, face intract- 
able problems which will deter any deci- 
sion to expand or modernize plants. 
The massive size of government de- 
ficits, at both provincial and federal 
levels, precludes much public spending 
apart from that already committed. 
There can be little encouragement for 
recovery, therefore, from this source. 


1983 performance 

Canadian gross national product in. 
real terms (the sum total of what we pro- 
duce as goods and services making allow- 
ance for inflation) is expected to grow by 
about 2.7 per cent in 1983. This itself will 
be a vast improvement from the 5 per 
cent decline registered for 1982. This na- 
tional performance masks quite wide 
variations, however, from province to 
province. 

Newfoundland is expected to see 
rather poor growth in 1983 as its major 
industries (forest products, fish pro- 
ducts, and iron ore) are still beset by 
recession and soft markets. Nova Scotia, 
on the other hand, will be a national 
leader due to a relatively more diverse 
economic base, and buoyancy due to off- 
shore oil and gas exploration. New 
Brunswick and Prince Edward Island 
will fall somewhere between these two 
extremes. 

Canada has performed relatively well 
in comparison with other major indus- 
trialized nations. In such areas as im- 
proving real income, reducing inflation, 
increasing sales, and generating jobs, 
both Canada and the United States are 
in the vanguard. Whether this can be 
maintained, especially in the Atlantic 
region, and whether the most serious 
problem of long-term structural unem- 
ployment can be solved thereby, will be 
the test for 1984 and beyond. is 





publications summarize extensive 
research into topics of immediate or deep 
concern to Atlantic Canadians. APEC is 
almost unique in the region in being able 
to speak for the entire region, and pro- 
vide a unifying voice. 

If you enjoy this supplement you 
may be interested in more details both 
about the Council itself and subscribing 
to its services. Call or write: 


Atlantic Provinces Economic Council 
5121 Sackville Street, Suite 500 
Halifax, Nova Scotia B3J 1K1 
(902) 422-6516 
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116 Montague Street 
Lunenburg, Nova Scotia 
BOJ 2C0 


Telephone: 634-4080 
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Ithough 
Systemhouse 
has been 
involved in 
many different industries and 
many different government 
projects, the fact remains that 
all along we have been in one 
business and one business 
alone... the business of 
successfully and cost-effectively 
applying computer-based 
solutions to information 
management problems.” 









R.M. Bryden 
Chairman 





We don’t make computers... 
We make them work. 


Penthouse Suite, 1660 Hollis St., 
Halifax, Nova Scotia B3J 1V7 
(902) 429-0690 
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ISSUES IN THE ATLANTIC E 


A preface to 
the Macdonald 
Commission 


Every few decades a purge to the 
Canadian economy comes along in the 
form of a Royal Commission. The most 


recent is the Royal Commission on the 
Economic Union and Development Pro- 


spects for Canada, perhaps better known — 


as the Macdonald Commission after its 
chairman. 

The work of the Commission will be 
spread over three years before a final 
report emerges, and includes much 
analysis of the economic structure of the 
nation and its regions, and two rounds 
of public hearings across the country. 

The Commission begins its work at 
a particularly critical time for the Atlan- 
tic region. 

All four provincial governments are 
faced with reducing appreciable ac- 
cumulated debt at a time when revenues 
from both their own sources and the 


federal government are declining. There 
are other changes in the works which af- | 


fect cherished federal regional develop- 
ment policies. (In this last respect, 
regional development policies largely 
emerged from the last major Royal 
Commission on the Canadian economy, 


the Gordon Commission which reported 


in 1957.) 

There are many problems facing the 
Atlantic economy in the early 1980s, but 
three stand out as of paramount impor- 


tance. These are investment, unem- 


ployment, and low productivity. All are 
interrelated in very many complex ways, 
and each is examined briefly in this 
article. 


Investment 

The resource-based economy of the 
Atlantic provinces means the region suf- 
fers more than other parts of Canada 
from seasonal and cyclical fluctuations, 
particularly those surrounding changes 
in demand in major markets. Govern- 
ment policy since the late 1960s has been 
largely to diversify this economic base by 
stimulating investment, particularly in 
manufacturing. This was largely 
prompted by the fact that, in the 
mid-1960s, investment per capita was 
well below the national average. Many 


government incentives were directed 
towards manufacturing industries in the ~ 


early 1970s under such programs as the 
Regional Development Incentives Act. 

Federal spending under these pro- 
grams peaked in 1970-71, and indeed in- 
vestment per capita in Atlantic manufac- 
turing climbed to 129 per cent of the na- 


‘tional average compared, for example, 


with 57 per cent in 1965. Since that time, 
however, there has been substantial 
decline in this indicator, to about 59 per 
cent of the Canadian average in 1981. In 
effect, there has been no improvement 
in manufacturing investment in the. 
region vis-a-vis the national picture since 
1965S. 

Total investment, including primary, 
construction and tertiary sectors, has in 
fact declined from 83 per cent of the 
Canadian average on a per capita basis 
in 1965 to 69 per cent in 1981. Once 
again, this figure surged to a level of 93 
per cent in 1970-71 before dropping 
back. There is little remaining from this 
surge in the early 1970s, as many big pro- 
jects, such as Clairtone in Nova Scotia 
and Bricklin in New Brunswick, subse- 
quently failed. Many jobs created in the 
first place did not survive, and there has 
been little in the way of extra capital in- 
vestment in the region since the 
mid-1960s. 


Unemployment 

Historically, unemployment rates in 
the Atlantic region have been higher than 
the national average. This has applied 
both in good times and bad. In 1972, for 
example, the national unemployment rate 
stood at 6.2 per cent of the labour force 
compared to a rate of 7.6 per cent in 
Atlantic Canada. In 1982, these rates were 


11 per cent and 14.4 per cent respectively. 


The unemployment rate for the 
region also masks large variation be- 
tween different parts of the region. In 
Nova Scotia, for example, the provincial 
average in mid-1983 was 11.8 per cent, 
but the average for Cape Breton was 17.2 
per cent. The provincial average in New 
Brunswick was 13.9 per cent, in north- 
eastern New Brunswick it was 18.3 per 
cent. Extreme examples are found in 
Newfoundland, where the rural west 
coast has an alarming one in five people 
out of work compared to an already sub- 
stantial provincial average of 17.6 
per cent. 

There are further variations hidden 
behind these average figures. The un- 
employment rate for young males (be- 
tween 15 and 24 years old) is much 
higher than the average, both in the 
region and nationally. In Newfoundland 
and New Brunswick it reaches rates of 
43 and 37 per cent respectively. The na- 
tional average is 27 per cent. 

Why are so many unemployed? This 
is due partly to a more rapid growth in 
numbers in the labour force during the 
1970s. While new job creation has been 
considerable, many of these jobs have ap- 
peared in resource-based and service sec- 
tors which may operate only seasonally. 
There are claims also that Unemployment 
Insurance has encouraged people to re- 
main in the region who may otherwise 
have moved to other regions to find 
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work. This applies especially to low- 
income, low-skilled workers. 

The costs of such high unemploy- 
ment are considerable. Unemployment 
insurance payments per capita in 1981 
were $199 for Canada as a whole, but 
were much higher in Atlantic Canada. 
There they ranged from a low of $282 
in Nova Scotia to a high of $519 in New- 
foundland. Higher unemployment also 
contributes to lower earned income as a 
proportion of total personal income. As 
a proportion of the national average, 
earned income in Atlantic Canada 
ranged from a low of 54 per cent in New- 
foundland to a high of 74 per cent in 
Nova Scotia. Consumer spending is re- 
duced correspondingly. Lower incomes 
also result in lower tax revenues. Most 
importantly, unemployment means a 
loss of human resources. Recent studies 
by the Economic Council of Canada re- 
veal that spells of unemployment in 
Atlantic Canada end, in more than 50 
per cent of cases, with workers being dis- 
couraged by lack of work and leaving the 
labour force. 


Productivity 

Spells of unemployment also mean 
that labour skills deteriorate and this, in 
turn, contributes to low levels of produc- 
tivity. This is not solely an Atlantic re- 
gion problem, but is frequently be- 
moaned at the national level. At present, 
there is great attention to new types of 
technology that are revolutionizing in- 
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dustry around the world. There are fears 
that Canada has missed the boat in this 
respect, and this compounds problems of 
low productivity because of low levels of 
investment, little emphasis on research 
and development, and the generally 
lower skill levels of Canadian workers. 

This is of particular concern in the 
Atlantic region, where research and dev- 
elopment spending, per capita invest- 
ment, and education and skill levels of 
workers all tend to be lower than the na- 
tional average. What translates to a ma- 
jor problem at the national level becomes 
a critical situation at the Atlantic level. 


Questions for the Macdonald 
Commission 

e Are present federal programs ade- 
quate to stimulate investment, or do we 
need a radical restructuring of the tax 
system to direct investment to particular 
areas? 

e Is the situation of unemployment 
benefits as an integral part of personal 
income in the region acceptable, or is it 
merely creating a ‘‘dependence’’ mental- 
ity, particularly among young people? 

e Is emigration to find work 
elsewhere the only way to solve 
unemployment? 

e Do recent reductions in federal 
allotments for post-secondary education 
mean that inadequate labour skills will 
be eroded even further? 

e How do we stimulate entrepre- 
neurship and investment? 
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TRADE: 


The stimulus 
for further 
growth 


Trade occurs basically because we 
cannot produce all the things we need as 
cheaply as other regions or other coun- 
tries. Equally, there are some things we 
can produce better than others. Logi- 
cally, therefore, it makes sense to trade 
what we can produce better for those 
things we would like, but cannot produce 
so well ourselves. 

Of course, this theory underlying 
trade is not always allowed to work 
without being interrupted. A variety of 
institutional mechanisms, such as tariffs 
and quotas, have been introduced osten- 
sibly to protect domestic industries and 
jobs against cheap foreign imports, and 
the early 1980s see a disturbing trend to 
increase the number of these so-called 
barriers to trade. 

A region such as Atlantic Canada (in- 
deed, a nation such as Canada) must 
learn very quickly to export most of its 
production of goods. There is a small in- 
ternal market as the population is small 
and cannot hope to absorb all the re- 
gion’s production. Much larger markets 
exist outside the region, in such places 
as Europe and the United States. And the 
region is very well located to ship to the 
most important foreign buyers. 































Export trade: A primer 

The decade of the 1970s has, indeed, 
seen great strides in growth of exports 
from Atlantic Canada to foreign mar- 
kets. Traditional types of exports, such 
as forest products and fish products, 
have expanded, and have been joined by 
other types of goods, such as electrical 
power from Labrador and New Bruns- 
wick, tires from Nova Scotia, and a wide 
variety of food products from through- 
out the region. 

Forest products remain the most im- 
portant single source of export earnings 
in the region, and brought in more than 
$1.3 billion in 1982. Fish products are 
also very important, and were worth 
more than $1 billion in 1982. Much of 
the expansion in sales of fish to foreign 
buyers has occurred since Canada ex- 
tended its exclusive economic manage- 
ment zone to a distance of 200 nautical 
miles offshore in 1977. 

Total exports in 1982 to foreign coun- 
tries were worth almost $4.5 billion, but 
even this impressive figure does not com- 
pare to the almost $5 billion in exports 
in 1981. The recession which started in 
1981 has severely eaten into export earn- 
ings, particularly for raw materials or 
for so-called semi-finished products such 
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e A decade of growth since 1971 came to a shuddering 
halt in 1982 as exports from Atlantic Canada fell prey 
to global recession 


e Performance by Atlantic provinces over the first two- 
thirds of 1983 generally reflects slowish recovery in 
major export markets around world. 





as woodpulp, minerals, mineral ores and 
concentrates, and electricity. ‘‘Semi- 
finished’’ here means that the exports are 
destined to enter the productive process 
to be made into other end products (for 
final sale to consumers or businesses) in 
other parts of the world. 

The export of raw materials or semi- 
finished products means that much of 
the value added to regional resources 
goes to line the pockets of manufacturers 
who live in other countries, rather than 
staying in Atlantic Canada. For exam- 
ple, iron ore mined in Labrador is ship- 
ped to a steel mill in the American mid- 
dle west. Here it is made into steel, and 
may be sold again by the steel mill to an 
auto manufacturer. He further turns the 
steel, and other materials, into an auto- 
mobile which then is sold to the final 
buyer. 

At each stage of this process there is 
a value-added component, and this tends 
to increase the further the iron is turned 
into finished product. It is clear, there- 
fore, that only a small part of the final 
value-added (the finished automobile) 
actually stays in Labrador as payment 
for its resource. 


The low-value, high-bulk syndrome 

A disturbingly high proportion of 
Atlantic Canada’s exports are in the low 
value, high bulk category (raw materials, 
or semi-finished goods). This also means 
that they carry only limited costs of 
transportation before it becomes too ex- 
pensive to ship them. In general, the 
lower the value, and the higher the bulk, 
the closer the production of an item must 
be to final market. 





It also follows from this that the 
more end products (final consumer 
items) that can be produced within At- 
lantic Canada, the more distant markets 
that can be served competitively. An ex- 
ample could involve two of the region’s 
major products, newsprint and tires. 
Newsprint, a semi-finished product 
which is produced in Atlantic Canada is 
mostly sold in the eastern United States. 
Outside this region, it has difficulty com- 
peting with other producers. Tires pro- 
duced in Nova Scotia, however, are sold 
in a much wider market all over North 
America. By being able to spread out the 
market over a wider area tire manufac- 
turers are better able to withstand reduc- 
tions in demand, and to survive down- 
turns in- economic conditions. 


1983 export performance 

All four provinces, in 1983, have con- 
tinued a slide which began in 1981 in the 
value of their exported products, with 
the exception of Prince Edward Island. 
In this province, a contract to export 
evaporated milk to Algeria from a Char- 
lottetown plant meant that 1982 exports 
were considerably higher than 1981 ex- 
ports. To the end of August in 1982, val- 
ue of Island exports amounted to almost 
$63 million, and the same period in 1983 
has seen only a slight decline to about 
$61.5 million. 

Over the same time period, value of 
exports from the other three provinces 
has declined. For Newfoundland and 
New Brunswick, this reflects continuing 
difficulty in major resource sectors, such 
as minerals, forest products, and fish 
products. In Nova Scotia, better perfor- 
mances in food exports and semi- 
finished products have not been suffi- 
cient to offset declines in other exports 
such as rail-cars and steel rails. 

Given a relatively small internal 
market within the region, Atlantic 
Canada must export to grow. More im- 
mediately, export growth is a vital part 
of recovery from recession. The perfor- 
mance in 1983 to date has not been out- 
standing in this respect, and for some 
parts of the region 1984 may only bring 
marginal improvements. In general, 
however, all exports are likely to grow 
basically in line with overall economic 
conditions in North America. ne 
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AWill? 
Itook care of that years ago. 





Exactly. The children were starting high develops in accordance with your wishes. 
school, you were paying off a mortgage When you do look over your Will, 
and thinking about a career change. Lots remember us. The Canadian Cancer 
of things were different then. Society needs your bequest. The 

Now, the children are finishing school, Marathon of Hope laid the foundation 
the house Is yours, and you're in solid with for new research inconceivable a few 
the company. But your Will hasn't changed years ago, but to keep it going, we need 
to reflect all of this. your help. 

This is the time to get everything Then, one of these days, we'll win the 
Straight. To incorporate all your plans into a fight against cancer. 


document that guarantees that everything 


CANADIAN 
CANCER 
SOCIETY 





ATLANTIC INSIGHT, DECEMBER 1583 ; AP9 


INFLATION 


Interest rates 
and public 
finance 


Changes in interest rates have domi- 
nated economic performance since the 
end of the 1970s. Record high levels in 
1981 played a major part in encourag- 
ing the recession which began in the se- 
cond half of that year, and though they 
are much lower now, even the slightest 
movement upwards sends shivers 
through the economy. 

The reason interest rates went so high 
was, according to economic policy 
makers, to limit spending and thereby 
control public enemy number one, infla- 
tion. The cost of this control has been 
high in terms of jobs, falling industrial 
production, and bankruptcies. 

There have been strides in controlling 
inflation, however. At the beginning of 
1983 the rate of increase of the Con- 
sumer Price Index stood at almost 9 per 
cent for Canada as a whole. By the third 
quarter the rate of increase was down to 
a much more respectable 5 per cent. 

Regional performance varied around 
this national average. The rate of in- 
crease in Prince Edward Island was 
lower than the national average, but 
quite hefty increases in certain items, 
especially provincial taxes, kept the rate 
quite high in the other three provinces. 
Indeed, much of the upward pressure on 
prices in 1983 has come from those 
prices which have, in varying degrees, 
some measure of government regulation. 


The problem of ‘‘real’’ interest rates 

This quite impressive performance in 
reducing inflation has occurred as in- 
terest rates themselves have stayed relat- 
ively stable, in the 11 or 12 per cent 
range. This affects something called the 
‘‘real prime interest rate,’ or more sim- 
ply actual interest rates adjusted for in- 
flation. This real interest rate has, in 
fact, been increasing since the beginning 
of 1983 as inflation rates have fallen. 

Many observers feel this real interest 
rate remains too high, and may be stif- 
ling the North American recovery. Cen- 
tral banks on the other hand argue that 
it is necessary to keep actual interest 
rates well above the rate of inflation to 
prevent inflation from increasing again. 
They argue that economic growth may 
therefore occur at a slower pace, but will 
be more durable and stable. They do this 
by controlling the amount of money 
released into circulation. 

This means that the outlook for in- 
terest rates depends to a large extent on 
growth in the money supply as regulated 
by central banks. If the record in this 
respect as established in 1983 is anything 
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e The rate of inflation is vastly improved, and interest 
rates have stablized at lower levels than in recent 
months. 


e ‘‘Real’’ interest rates remain rather high, however, 
possibly due to conscious monetary policy 


e Public debt remains a most serious problem, which 
may affect interest rates over the next few years. 


to go by, 1984 could see interest rates 
decline very gradually as monetary tar- 
gets are met. 

The unknown factor in this complex 
equation is the effect of massive govern- 
ment deficits on interest rates. During 
the past two years, public sector finan- 
cial requirements were well within the 
reach of lending agencies because de- 
mand for money from the private sec- 
tor was relatively weak as recession took 
hold. As recovery proceeds in 1984, 
private demands for money will increase 
and could create intense competition for 
a limited amount of funds. 


The extent of public debt 

It is generally accepted that a 
relatively weak economic performance in 
the Atlantic region severely hampers 
provincial goals of reducing the ac- 


COMPARISON OF THE 
BANK RATE TO THE 


ANNUAL RATE OF 


INFLATION FOR CANADA 


Monthly 


“7 Bank Rate (1) 


Annual 
Rate 
Of 
Inflation (2) 
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1982 


Source: Statistics Canada. 


Note: 1 The Prime Rate charged by the Bank of Canada to 
Chartered Banks at end of month. 


2 The monthly annual percentage change for the Consumer 


Price Index. 








cumulated debt. The extent of this debt 
is sobering, and amounted to about $10 
billion by 1982. Fond hopes that this 
debt could be reduced by royalties from 
offshore hydrocarbon production are 
receding as world oil prices have 
dropped. 

The governments of the four Atlan- 
tic provinces all have their debt prob- 
lems. Budgets brought down in the 
spring by three of four provinces aimed 
to reduce these debts by an increased 
pace of economic activity. This would 
increase revenues by such means as per- 
sonal and corporate taxation. 

New Brunswick, however, alone 
among the provinces appears to have 
taken a much more radical stand in re- 
ducing its public debt. This province re- 
gards the budget deficits as a structural 
rather than a temporary problem, and 
economic recovery 
alone, therefore, will 
not solve the prob- 
lem. Spending must 
be reduced and rev- 
enue _ increased. 
Other, equally un- 
palatable proposals 
such as user fees on 
health services were 
also introduced. To 
date, these measures 
in New Brunswick 
have not reduced ac- 
cumulated debt. 

Newfoundland 
also indicated that 
since its spring 
budget there has 
been no improve- 
ment in reducing 
debt as expenditures 
have increased at a 
faster rate than rev- 
enues. Prince Ed- 
ward Island has 
warned that sterner 
things will follow if 
current budgetry 
strategies do not 
work. 

A stronger econ- 
omic performance in 
Nova Scotia than 
elsewhere may re- 
duce deficits some- 
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AND PROMOTIONAL PROGRAMS 
what as revenues improve. The magni- IN THE MARITIMES WITH 


tude of this improvement, however, will 
depend on post-budget expenditure deci- 
sions most of which will not be known 


until a much later date. PRINTING DEDICATED 


Limited options 

The apiians facing the provinces are To EXCELLENCE. 
limited, therefore. Capacity to increase 
revenues by increasing taxes is con- 
strained by the fact that the region is 
already one of the most highly taxed in 
Canada. As already mentioned, in- 
creased revenues from improved econ- 
omic performance will be rather slow in 
coming. The deficit of the federal gov- 
ernment means that it is restricted 
in the amount of money it can dispense 
to the provinces in the form of equaliza- 
tion payments, or payments for health 
care and post-secondary education. 

One option remains: to reduce spen- 
ding. This will affect the level of govern- 
ment services, and the trend towards in- 
troducing user fees for certain of these 
services is becoming stronger. Public sec- 
tor wages are also being restrained. 

The success of all these measures 
depends largely on public acceptance of 
the measures. It appears, however, that 
all four provincial governments, and 
therefore residents of the region, are in | as ene 
for several years of very tight belts. & By putting the city and office 

far behind we bring minds closer 


to the business on your agenda. 


We’re White Point Beach 
Lodge — meeting and conference 
centre in a refreshing, 


stimulating and rustic setting. White Point Beach 


Only an hour and a half from ‘Hunt's Point, N.S. 


. BOT 1G0 
Halifax. (992) 354-3177 


Meetings at White Point. Just think. Telex: 019-23620 


THINK TANK 
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The Pythagorean theorem illustrates an ancient belief that shapes, 
sounds, ideas—everything—could be expressed with numbers. 
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Pythagoras was the first to discover that, ina none ee ratele the square 
of the hypotenuse is equal to the sum of mite squares of the other two sides. 

It's less well known that a whole school of philosophy grew up around 
~ his work. The Pythagoreans believed that everything from musical tones to 
philosophical ideas could be expressed numerically. 

Our SL family of business communications systems proves that Pythagoras was 
right. Voice, data, and facsimiles of documents or photographs are all transmitted 
with a digital code. Liter ally everything becomes numbers. 





For businesses, this means substantial savings. northern 
Frequently only one system is needed to handle both ted 
_ os Cupane: pecnge eilecom 
voice and data communications. Digital transmission is fast, 
accurate, and economical. Northern Telecom is an international 
leader in digital telecommunications technology. We're helping For more information on 
f Northern Telecom and its products 
companies control costs and manage information more effectively. eee agrees: 
contact: Northern Telecom (U.K.) Ltd., 
In an increasingly competitive marketplace, our contribution is vital. Langton House, Market St., Maidenhead, 
Sometimes the numbers ave everything. qe Berks., SL6 8BE Tel. (628) 72921 


MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA. 
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Farmers 
hang tough 


Total cash receipts to farmers (the 
amount of money they actually receive 
for the sale of agricultural products) in 
Atlantic Canada fell short of $400 
million to the end of August, a slight 
decline of about 1.4 per cent over the 
same period of 1982. If this seems 
marginal, it must be remembered that 
1982 itself was a pale shadow of 1981, 
and that allowance for inflation would 
mean receipts actually went down in 
1983. 

There is a plus side, and this is that 
costs of production for farmers, which 
have been rising steeply for most of the 
1970s and early 1980s, are easing 
somewhat, although feed prices did in- 
crease rather steeply. This doesn’t mean 
that farmers are doing well, as prices 
received have remained low in general, 
but most are managing to survive. Low 
prices, of course, benefit consumers in 
their trips to the grocery store. 


Potato troubles 

Potato growers have been particu- 
larly hard hit over the past two years, 
and declines in potato receipts go far to 
explain substantial declines in total 
receipts in New Brunswick and Prince 
Edward Island. Payments received for 
potatoes in 1983 largely reflect the per- 
formance of the 1982 crop, which was 
rather susceptible to disease and other 
serious quality problems. Prices, in con- 
sequence, were not good. 

As if this were not enough, rarely has 
the potato sector been so beset by prob- 
lems largely unrelated to the chores of 
growing and hoping for a good crop. 
Proposals for an Eastern Canada Potato 
Marketing Agency have for long been 
touted as one way to smooth out wide 
year-to-year swings in prices, and had 
gained the qualified support of most 
potato growers in the five eastern prov- 
inces (excluding Newfoundland). 

Revised drafts of the proposals hic- 
cupped across the headlines periodically 
in 1983 before being laid to rest for a 
while. This demise, it appears, was most- 
ly because of resistance from Prince Ed- 
ward Island growers to the mechanism 
by which prices were to be set. 

More serious is a threat which would 
hinder the flow of Canadian potatoes to 
American markets. Maine growers have 
for long claimed that Maritime potatoes 
have been dumped on American markets 
at prices that undercut their costs of pro- 
duction. They have subsequently 
demanded some protection in the form 
of an import duty on Canadian potatoes, 
and a preliminary decision by American 
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e Farm cash receipts down marginally, mainly due to 
big drops in receipts for potatoes in Prince Edward 
Island and New Brunswick 


e Early strength in hog prices did not last as 1983 pro- 
ceeded, and beef prices also remain low 


e Fruit farmers, and other specialist crop harvests, con- 
tinue to do well. | 





federal authorities in late summer upheld 
their claim and recommended an 18 per 
cent duty. A final decision is expected 
before the end of 1983. 

These structural difficulties have 
been offset slightly by a reasonable crop 
and decent prices in 1983, the best year 
since the bumper harvest of 1980. Prices 
for a 50-pound sack at the end of 
October were $3.60, more than double 
the figure of one year earlier. This is 
mainly because crops in most European 
countries were down after an unusually 
hot, dry growing season, and exports 
from the Maritimes to foreign markets 
are expected to benefit. 


Fruit farmers holding their own 

Apple crops were down a little in 
1983, but prices are much stronger. Pro- 
cessing apples were selling in early 
October for 4.5¢/lb., one-third higher 
than one year earlier. Fresh fruit prices 
will also be substantially higher. 

For the second year in a row, 
blueberry growers set records in terms of 
output. The total crop in Nova Scotia 


FARM CASH RECEIPTS 
ATLANTIC CANADA 
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was 19.5 million pounds, which com- 
pares to 14.1 million pounds in 1982. In 
light of a large crop elsewhere in North 
America (particularly in Maine) prices 
slipped from 60¢/Ib. to 45¢/lb. between 
the two years. 

Blueberry prices in 1982 were pro- 
bably a little too high to keep an impor- 
tant export market in Europe interested 
in the Canadian product, and a stronger 
dollar against most European currencies 
has also hampered export sales to 
Europe. The Japanese market, however, 
is still growing, and in 1982 about 4.5 
million pounds were exported to Japan. 


Hog prices down over 1982 

One year ago, hog farmers were 
reaping benefits from prices which 
approached $100 per hundredweight. 
Feed was relatively cheap and plentiful, 
and a Japanese embargo on Danish im- 
ports was still in force as hoof-and- 
mouth disease persisted in Denmark. 
Canadian producers capitalized on the 
Japanese demand. 

These days have passed, and in mid- 
October, 1983 prices dipped 
close to $60 per hundred- 
weight with the prospects of 
going even lower. The corn 
crop in North America has 
been much lower than ex- 
pected because of a very hot 
summer and acreage reduc- 
tion programs in the United 
States, and feed prices have 
begun to increase markedly. 
The American breeding herd 
has also increased substan- 
tially, and prospects of herd 
liquidation in the face of 
higher feed costs will depress 
prices over the next few 
months. 

As herd size is reduced, of 
course, a situation will even- 
tually arise where fewer ani- 
mals will be ready to go to 
market, and over the longer 
term prices will strengthen. 
Meanwhile, consumers benefit 


‘og? tas _| 2F0M lower prices for pork. 


NB 


Beef still struggles 
Beef prices have remained 
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relatively stable, but at low levels. There 
were hopes earlier in 1983 that prices 
would strengthen, but once again the 
growth in American supplies held prices 
down. Difficulties in the dairy sector, 
too, have caused bigger numbers of milk 
cattle to be sent to slaughter. Atlantic 
Canada, in particular, gets a good pro- 
portion of home-reared beef from dairy 
herd culls. 

Red-meat producers in various parts 
of the province had other things on their 
minds in 1983. The Canada Packers 
plant in Charlottetown was only saved 
from closure by being purchased by the 
provincial government, but its status has 
been reduced to ‘‘kill-and-chill’’ rather 
than full processing. It appears that 
Island producers would be advised to 
examine alternative ways to absorb the 
higher costs of sending their animals to 
the mainland for slaughter. 

New Brunswick’s meat producers 
also faced closure of an important 
meat-packing plant during the year, 
this time by industrial action. This 
closure at the Hub Packing Plant in 
Moncton was mainly responsible for 
a decline by more than a quarter in 
the number of New Brunswick hogs 
sent to slaughter. 
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Development 


The dairy sector is undergoing pro- 
found change. The great increases in pro- 
ductivity which have characterized Cana- 
dian agriculture since 1945 apply par- 
ticularly to dairy farmers, but more ef- 
ficient means of production, and more 
abundant milk and milk products have 
not been matched, in the 1980s, by in- 
creased demand. In the first place, there 
are fewer school-age children around as 
the population in general gets older. In 
the second place, the recession has 
reduced demand for manufactured milk 
products such as butter, cheese, and 
yogurt. 

These long-term trends since 1960, 
for example, have seen total farm sales 
of milk and cream (for both manufac- 
turing into products such as cheese or 
butter, or for processing for sale as fluid 
milk) decrease from 383 litres per person 
to 308 litres per person. The consump- 
tion of butter has declined from a peak 
of 8.4 kilograms per person in 1963 to 
4.4 kilograms per person in 1981, and 
there has been a levelling off of the in- 
creased consumption of items such as 
yogurt, ice cream, and so on. 

The complex system of quotas which 
controls supply in the dairy industry en- 
sures that prices received by dairy 
farmers remain fairly high, as they are 
based on the costs of production. The 
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obvious way to reduce stockpiles of dairy 
products, however, is to reduce prices 
and thereby increase demand. In this 
respect, both New Brunswick and Nova 
Scotia have take steps to deregulate the 
price of milk at the retail level, while 
maintaining the price received by farmers 
under the old system. 

These steps have opened the doors 
for dairies to compete directly at the 
retail level to increase market shares, and 
initial skirmishes have already taken 
place. Smaller dairies, in particular, will 
feel the pinch of this increased 
competition. 


















The future: Cause for some optimism 

Atlantic farmers have weathered the 
recession relatively well, with only a few 
bankruptcies. To a degree, this has been 
due to the support of various public 
agencies and programs. But there is lit- 
tle doubt that agriculture in the region 
is more healthy and competitive than at 
any time during the past several decades. 

This state of affairs has been 
achieved only by substantial change 
within the sector, and by the develop- 
ment of a substantial food-processing in- 
dustry with worldwide markets. A 
measure of the strength and character of 
the sector will be to see whether future 
challenges can be met and overcome.@ 
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THE FISHERY: 


Big Brother 
steps in 


The events of 1983 will probably 
change the Atlantic fishing industry 
irrevocably. The previous year was 
characterized by relative inaction, with 
government policy initiatives and long- 
term corporate business plans stalled as 
all parties waited for the final report of 
the Task Force on the Atlantic Fishery 
(the Kirby Report). This report was re- 
leased in February, 1983, and the 
federal government accepted 50 of 57 
recommendations. 

Although the Kirby Report was a 
blueprint for restructuring, it contained 
no recommendation for resolving the im- 
mediate financial troubles of the off- 
shore fishery. As the year went on, the 
inability of the various interested parties 
to reach agreement, along with unrelent- 
ing pressures from cyclical and stock 
problems, saw an unprecedented round 
of plant closures within a few weeks. 
Major Nova Scotia companies posted 
hefty third-quarter losses and closed 
down plants; three major Newfoundland 
companies went into receivership. 

Amid threats of unilateral federal ac- 
tion, restructuring proposals were finally 
accepted in both Newfoundland and 
Nova Scotia. These will see governments 
take a much bigger role in the fishery 
than ever before. Without doubt, 1984 

will be a watershed year for the sector. 


The 1983 harvest 

Away from boardrooms and meeting 
halls, fishermen and boats were still at 
sea. Preliminary results for 1983 have 
been mixed. Groundfish landings (in- 
cluding the important cod and haddock 
catches) tailed off after a promising 
start. High catch rates for northern cod 
early in the season could not be main- 
tained, and there was partial failure of 
the Newfoundland inshore cod fishery. 
The offshore and dragger fleets off Nova 
Scotia were dogged by declining stocks, 
and early-season closure of important 
grounds on the Scotian Shelf. These 
fleets have agitated unsuccessfully for re- 
entry to the Gulf of St. Lawrence to fish 
for redfish. 

Declining stocks also plague pelagic 
species, especially herring. There are 
further complications of too many boats 
and confusing regulations. Herring land- 
ings were down in most areas, and gov- 
ernment attempts to divide a shrinking 
pie more equitably have drawn howls of 
protest from fishermen. Indeed, the 
fishermen are demanding increased 
quotas. 

The valuable salmon fishery also had 
a bad year. Prices were down even 
though fewer fish were available. This 
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species is extraordinarily difficult to 
manage given a wide-ranging variety of 
habitats necessary to sustain its life cy- 
cle. Environmental and harvesting pres- 
sures are intense at all stages of this life 
cycle. 

Japanese markets for capelin had 
been strong at the beginning of 1983 but 
then softened. Prices received by fisher- 
men fell, although volumes landed were 
on a par with 1982. 

Shellfish landings offered a brighter 
note throughout the region. There were 
increased landings of lobster in Nova 
Scotia and Prince Edward Island, and 
high prices for crab and scallops. 
Pressures on scallop stocks especially, 
however, are intense, and actual landings 
of this valuable species were down sig- 
nificantly. There have been, in addition, 
calls for more crab licences to allow 


e Many people claim that things can get no worse than 
in 1983, a year when the important offshore fishery 
teetered on the brink of total collapse to be saved 
only by government involvement 


e Volumes of landings, and values, generally down for 
groundfish and pelagic species, although shellfish 
(lobster, crab and scallops) do very well 


e Although a relatively secure footing has been achieved 
in the aftermath of the Kirby Report, there is much 
work remaining to be done before the sector realizes 
its full potential. 


Prince Edward Island fishermen to take 
advantage of this lucrative species. Most 
licences currently are held in northern 
New Brunswick. 

Lobster prices were on a par this year 
with last, and increased volumes of land- 
ings in most areas meant an excellent 
year. However, it is doubtful whether 
several years of good catches of lobster 
and other shellfish can be maintained as 
stock pressures build up. During 1983, 
indeed, efforts by regulatory authorities 
to clamp down on illegal traps in western 
Nova Scotia spurred a series of most 
unpleasant confrontations. 


Seven months of crisis 

It is apparent that catches of most 
species in Atlantic Canada are ap- 
proaching the limits imposed by stocks 
and their ability to regenerate fish pro- 
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ducts (the amount of income which ac- 
tually stays in the region through fishing 
and processing the catch), improve mar- 
ket access, enhance incomes from fish- 
ing, and rationalize the capacity to catch 
fish. 

The Kirby Report made 57 recom- 
mendations in 12 vital areas of interest 
concerning the fishery, and represents an 
important step forward for the sector. A 
large majority of the recommendations 
were accepted by the federal govern- 
ment, and $190 million allotted to their 
implementation. Before this process 
could begin, however, a more immediate 
crisis arose as the offshore fishery faced 
imminent collapse. 

The offshore, or deepwater, fishery 
underwent quite dramatic expansion 
after Canada extended its management 
zone limits to 200 nautical miles in 1977. 
Exclusive management of a greatly ex- 
tended resource, it was thought, was the 
opportunity most companies and fisher- 
men had been waiting for. Subsequent 
events have proved that this expansion 
of capacity, both in terms of boats and 
onshore processing plants, has not been 
the bonanza many people expected. 

The straw which broke the camel’s 
back in this respect was a year and a half 
of recession coupled closely to record 
high interest rates which imposed enor- 
mous costs on both processors and fish- 
ermen. Undercurrents of dissatisfaction 
or reservations with the Kirby Report 
compounded existing problems. 

- Negotiations to reorganize the off- 
Shore sector stalled initially in mid- 
summer, and plant closures ensued. Most 
seriously affected were several deep-sea 
plants on Newfoundland’s Burin Penin- 
sula. Some plants are the sole source of 
income and employment in the commu- 
nities concerned, and vocal and effective 
community groups added their voice to 
the protest. 

Effective compromise seemed impos- 
sible in such an atmosphere, and the 
federal authorities began unilateral ac- 
tion to reorganize the Newfoundland 
fishery in early July. Their plan guaran- 
teed the existence of three so-called non- 
economic plants, but could not extend 
this guarantee to three others. 

As further negotiations between fed- 
eral authorities, major shareholders, and 
major creditors of the companies con- 
tinued, the region’s two biggest pro- 
cessors announced the indefinite closure 
of 11 plants throughout the region. This 
was rapidly followed by receivership an- 
nouncements for Newfoundland’s three 
biggest processors. These developments 
forced immediate action on the part of 
all the major players, and proposals 
began to emerge by late September. 


The restructuring 
After provincial governments re- 
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joined discussions, events moved rapidly. 


_A plan for the Newfoundland fishery 


was announced before the end of Sep- 
tember, involving $150 million in cash 
and invested equity. A single new com- 
pany emerged from the ashes of the 
previous corporate structure, with 60 per 
cent ownership going to the federal gov- 
ernment. Other shares went to the Bank 
of Nova Scotia (the major creditor), 
the provincial government, and the 
employees. 

The agreement sees the reopening of 
some plants which would have remained 
closed under the original plan. Less than 
a week later, another plan was an- 
nounced which covered the Nova Scotia 
fishery. Once again, a single company 
will absorb the assets of the big com- 
panies which existed previously (H.B. 
Nickerson and Sons, and National Sea 


Products) as part of the $90-million deal. 
Some of Nickerson’s scallop draggers are 
assigned to the Newfoundland company, 
the remainder stay as part of the restruc- 
tured Nova Scotia company. Once again, 
federal and provincial governments take 
substantial shares in the new company. 


The aftermath 

These efforts to restructure the off- 
shore fishery complement the recom- 
mendation of the Kirby Task Force in 
forming a blueprint for the future of the 
fishing industry. As well, progress in ad- 
dressing many of the sector’s deep-rooted 
problems is being made in spite of criti- 
cisms and difficulties. A start has been 
made, based on a Kirby recommenda- 
tion, on upgrading infrastructure, and a 
promotional and marketing campaign 
has been undertaken. 


APEC 


The marketing program will involve 
spending $28 million over the next five 
years, and will complement $20 million 
available through another program for 
export market development. All the in- 
itiatives are timed to coincide with im- 
proved economic circumstances. 

The two new supercompanies have 
their critics. Small processors are wor- 
ried about competition. The govern- 
ments of New Brunswick and Prince Ed- 
ward Island are concerned at the exclu- 
sion of plants within their jurisdiction 
from the pacts. There are voices which 
say that the ideal of the fishery as an 
economic entity has been abandoned in 
favour of political ends and job security 
priorities. Few people regard the extent 
of government involvement in the two 
new companies as desirable. 

More ominous is the reaction of 





American processing interests. Most 
Atlantic Canadian fish is sold in Ameri- 
can markets, and there have been claims 
lodged already with U.S. federal author- 
ities for import duties on the Canadian 
products on the grounds they are being 
unfairly subsidized by such a degree of 
public involvement. Similar concerns will 
probably affect other big markets, such 
as those in Europe. 

Apart from these difficulties, for the 
first time in several years the sector has 
an opportunity to start afresh. A more 
secure foundation has been established 
for a while, and will give fishermen a 
further chance to take advantage of the 
promise which followed the 1977 exten- 
sion of management control by Canada. 
It is hoped that this time all concerned 
in the fishery, individuals, regulators, 
and processors, will benefit. i 
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FORESTRY: 


Mixed results 


Canadian newsprint production in 
the third quarter of 1983 hovered be- 
tween 80 and 86 per cent of capacity, a 
marked improvement over the 70 per 
cent or so in 1982. And housing starts 
both at home and in the United States 
were well ahead of 1982. These two facts 
alone do much to explain the differences 
in economic performance between the 
two major parts of the Atlantic forestry 
sector in 1982 and 1983. 


Lumber does well 

At the beginning of August, Mari- 
time lumber production was up by 30 per 
cent over the same period of 1982. Most 
of this lumber is destined for the con- 
struction industry. At home, housing 
starts improved quite dramatically on the 
heels of lower interest rates and a series 
of government incentives to assist home- 
builders in the early months of the year. 
Sawmills reopened, and some of the big- 
ger ones even announced expansion 
plans. 

Market conditions are expected to re- 
main strong aside from the seasonal dips 
that characterize the winter months, 
although actual production in the early 
part of 1984 will probably not reach the 
levels of the same period in 1983. 

There is still considerable risk in- 
volved in lumber markets as overall con- 
fidence in economic activity remains low. 
This could mean that mill inventories 
could accumulate and another round of 
closures could begin. Canadian lumber 
producers are, however, relieved that at- 
tempts by American millers to have an 
import duty placed on imports from 
Canada earlier in 1983 failed. 

Exports of lumber to the United 
Kingdom have remained relatively de- 
pressed. This affects Nova Scotia mills 
more than New Brunswick mills. Move- 
ments in exchange rates in favour of 
Scandinavian currencies, particularly the 
Swedish krona, have seen much of the 
increased demand go to Scandinavian 
mills. 

Over the first half of 1983, the 
Swedes increased their sales to the U.K. 
by two-thirds, and to West Germany by 
60 per cent. The outlook in this market, 
however, may be brighter as demand 
outstrips the capacity of Scandinavian 
mills to meet orders. 


Pulp mills still below capacity 

The Atlantic pulp and paper sector 
remains well below capacity. By mid- 
summer, levels of production at mills was 
lower than in 1982 as companies kept in- 
ventories low. Total value of newsprint 
shipments for the region was down by 16 
per cent to the end of August, and 
pulpwood production was down in all 
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e Lumber mills reaped the benefits of renewed vigour in 
housing industries both in the region and New 
A England 


e Pulp and paper mills, especially in New Brunswick 
and Newfoundland, continue to face soft markets and 
intense competition 


e Supplies of trees for the region’s mills quite severely 
jeopardized as disease, insect infestation, and decades 
of little conscious management come to a head. 


provinces except New Brunswick. 

This relatively slow pace for the pulp 
and paper sector reflects an international 
market which remains soft, and interna- 
tional competition which is most intense. 
Buyers of paper products are also, it ap- 
pears, keeping their inventories low in 
line with final demand. American con- 
sumption of newsprint to the end of 
August, for example, was up by only 3 
per cent over 1982. 

Another important market for Cana- 
dian newsprint is in the European 
Economic Community. This market will 
almost certainly be much less available 
in the near future as trade barriers are 
erected and preference extended to 
Swedish and other Scandinvian pro- 
ducers. Canada sold 711,000 tonnes of 
newsprint to the EEC in 1982, and par- 


tial exclusion from this market would 
threaten Newfoundland mills especially. 

Some closures which affected the 
pulp and paper sector in the recession 
have become permanent. One paper- 
making machine each at Bowater’s mills 
in Corner Brook and Grand Falls has 
been shut down, and there are persistent 
rumors that the entire mill at Corner 
Brook will close in 1984. Other mills 
throughout the region are undergoing ex- 
tensive modernization to help them meet 
increasingly stiff foreign and western 
Canadian competition, although one of 
these programs (at the Scott Maritimes 
mill in Pictou County, Nova Scotia) was 
abandoned towards the end of a lengthy 
strike which affected the mill. 


Wood supply worries 
The condition of the woods in Atlan- 
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tic Canada, in the opinion of many, has 
rarely been worse and this threatens 
future wood supply to all sawmills and 
pulp mills. Nature’s ability to regenerate 
naturally in the Atlantic region is quite 
severely hampered by both climate and 
disease or insect infestation. In addition, 
there has been almost no development of 
woodland management in the region 
during two centuries of logging. 

Spruce budworm has killed millions 
of acres both of spruce and balsam fir 
throughout the region since the early 
1950s. Some signs of declines in the in- 
festation in recent years have largely 
been attributed to the fact that the pest 
is eating itself out of house and home, 
but there are also alarming indications 
that more resistant species such as pines 
may now fall prey to its voracious 
appetite. 

Chemical spray programs have re- 
tarded the depredations of the insect to 
a degree in New Brunswick and New- 
foundland, at least long enough to 
harvest the trees. Such spray programs 
are coming under intense public scrutiny 
on the grounds that the sprays used may 
be injurious to public health. 

A further difficulty on the supply 
side is posed by the age structure of trees 
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in the existing forest stock, which tends 
to be mature or over-mature. Future 
reserves Of wood depend to a large 
degree on a good mix between various 
age groups reaching maturity at different 
times to ensure continuity of supply. 


Quick action required 

The need for intensive management 
of forests seems rarely to have been 
needed more in Atlantic Canada. In re- 
cent years, both governments and in- 
dustry have realized that cultivation of 
the woods is infinitely preferable to min- 
ing them. Reforestation is becoming 
more and more essential, as well as 
utilization of the existing stock of trees 
to maximum yield. Reforestation itself 
presents a pay-back period of at least 40 
years, definitely unattractive by standard 
financial procedures, which highlights 
the need for some public investment. 

Neither must it be forgotten that the 
region’s woods not only present a com- 
mercial reserve of fibre, but also an ex- 
tremely valuable reserve in terms of 
human recreation, wildlife, and en- 
vironmental control. Adding these 
“‘spiritual’’ reasons to economic reasons 
only enhances the profound need for 
rapid action to regenerate the region’s 
woodlands. & 
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OUR BUSINESS 
IS KEEPING YOU 
IN BUSINESS 


We have the people, the skills 
and the experience to help you 
manage successfully for the 
future. Planning your cash flows, 
structuring your financial pre- 
sentations to banks or investors, 
preparing realistic budgets and 
reducing losses — these are some 
of the ways we can help you 
manage for the 80's. 

Give us a call. It's just good 
business. 


STEVE GALLAGHER 
Suite 301, 

Baine Johnston Plaza, 
St. John’s, Newfoundland 
AIB 3R9 
(709) 726-2840 


ROLLIE LUTES 
Suite 1209, 

One Brunswick Square, 
Saint John, New Brunswick 
E2L 4V1 
(506 ) 652-7360 


ROD McCULLOCH 
\WAtev a (ee) a 
Maritime Centre, 
1505 Barrington St, 
Halifax, Nova Scotia 
B3J 3K5 
(902) 429-4080 
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MINING: 


Recovery slow 
and lumpy 


As consumer confidence recovered 
during 1983, there have been better sales 
of items such as automobiles and ap- 
pliances. Initially, this demand for con- 
sumer durables was met substantially 
from inventories, which means that de- 
mand from factories for increased sup- 
plies of minerals to manufacture these 
items has so far been quite sluggish. This 
state of affairs will probably persist well 
into 1984. 

The indications for eventual 
improvement are largely seen in improv- 
ing prices for base metals, but it takes 
time for these prices to affect actual pro- 
duction from the mines. Both zinc and 
lead prices are stronger, but high 
worldwide inventories of copper have 
kept prices for that metal soft. 


New developments in New Brunswick 

This combination of circumstances 
has meant, during 1983, a continuing low 
level of production from the region’s 
base metal mines, mostly concentrated 
in northern New Brunswick. Efforts to 


Nova Scotia 





e Base metal prices showing some signs of strength for 
the first time in two years, which is particularly good 
news for northern New Brunswick 


e More diversification enters the Atlantic mining in- 
dustry, with potash in New Brunswick, and tin in 


¢ Coal production stable, with the prospects of wider 
markets for a wider range of coal-based fuels 


e Labrador iron production will probably never reach 
levels of previous years as steel mills around North 
America operate at best on reduced capacity. 





revitalize this area’s mining sector in- 
clude the construction of an ore treat- 
ment plant at Chatham, but the zinc 


smelter originally proposed for 
Belledune at the end of 1981 is postponed 
indefinitely until market conditions im- 
prove substantially. 

New potash developments around 
Sussex act as a counter-balance to a slow 
pace of activity in the north. The first 
new mine will be in full production by 
the end of 1983, and construction of a 
second mine will begin in 1984. Recent 
evaluation of markets for potash indicate 
that, at least in 1984, there will be 
considerable strengthening as demand 
for fertilizer increases. 


() WHY ATLANTIC WHOLESALERS? 





A. SERVICE. 
(). WHY ELSE? 
A. EXPERIENCE. 


(). AND WHY ELSE? 


A. QUALITY. 


Fifteen strategically located 
warehouses and 13 Cash & Carry 
wholesale outlets ensure fast and 
efficient service to over 3500 retail 
and institutional food accounts 
throughout the Maritimes...including 
Save-Easy, Foodmaster, 

Red & White and Quik Mart. 





atlantic 
wholesalers 


SERVICE * EXPERIENCE ¢ QUALITY 
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More diversity in Nova Scotia 

Mineral production in Nova Scotia 
has for long been largely confined to 
coal, gypsum, and salt. There is an excel- 
lent possibility that these three staples 
will be joined in the near future by tin. 
Shell Canada Resources confirmed a 
substantial tin deposit in Yarmouth 
County several years ago, and had defin- 
ite plans for development of a mine when 
it decided to divest itself of all mineral 


% ae we an 


on 


interests. The tin property was rapidly 
picked up by Rio Algom who announced 
during 1983 that development was just 
a matter of time. This will be the only 
mine in North America with tin as its 
major primary product. 

By mid-summer, coal production 
from Cape Breton’s mines was running 
on a par with 1982, and sales to steel 
companies in South Korea and Japan 
should ensure that the year ends on a 
positive note. This diversification of 
markets is a welcome trend, as at present 
there is almost exclusive dependence on 
the two local sources of demand pro- 
vided by the Sydney Steel works and the 
Nova Scotia Power Corporation. A 
world oversupply of coal, however, 
makes penetration of new markets rather 
difficult. 

There have been encouraging results 
during 1983 from trials to burn coal in 
alternative fuel forms. One sees a coal- 
water slurry being tested at an oil-fuelled 
electrical generating plant in New Bruns- 
wick. Another sees experiments with a 
synthetic fuel oil produced by lique- 
faction of coal. Both are still high-cost, 


ATLANTIC INSIGHT, DECEMBER 1983 














experimental products, but 
commercial feasibility could 
come with any increase in 
world prices for energy. A 
liquefaction plant in Cape 
Breton would bring a much- 
needed boost to the island’s 
economy. 

Gypsum production in 
1983 has rebounded strongly 
in line with improvement in 
housing markets, and ship- 
ments to American wall-board 
plants through Halifax have 
been much more frequent 
than in 1982. Other structural 
mineral production, such as 
cement, sand and gravel, has 
not fared as well, as accu- 
mulated inventories of both 
were enough to satisfy in- 
creases in demand from the 
construction industry. 

Nova Scotia’s long-estab- 
lished salt industry did very 
well during the recession, but 
it appears that production 
from the province may have 
peaked, as salt from alter- 
native sources has become 0 
available. One of the most im- 
portant markets for Nova 
Scotia salt has been for de- 
icing purposes in the towns 
and cities of Quebec. Produc- 
tion has now begun at a new mine in the 
Magdalen Islands with substantial sup- 
port from the provincial government, 
and most of the output from this mine 
is destined for markets within Quebec. 
Road-salt stocks, as well, are high after 
a mild winter in 1982/1983. 

Levels of production at Labrador’s 
iron mines declined by 35 per cent over 
the first seven months of 1983, a much 
steeper drop than for the nation as a 
whole. Steel mills across North America 
remain operating at severely reduced 
capacity. In addition, these mills (the 
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major market for Labrador iron ore) 
face stiff worldwide competition from 
other, very efficient steel producers in 
other parts of the world. These circum- 
stances make prospects for improvement 
in Labrador rather bleak. The labour 
force at the mines is still being reduced, 
and it will probably be 1985 before any 
improvement in conditions turns up. 
Production from Newfoundland’s 
other mineral endeavours has not fared 
so badly. The asbestos mine at Baie 
Verte, rescued from permanent closure 
in 1982, is nOW expanding markets all 


Atlantic economy 


over the world under new 
ownership. The base metal 
mine at Daniel’s Harbour has 
benefited from improved 
prices for zinc and lead, as has 
the long-established mine at 
Buchans. In this latter case, 
however, there are doubts 
whether ore reserves can jus- 
tify operation for much longer. 


Change and diversification 

Atlantic Canada’s mining 
sector is undergoing change 
and there is reasonable scope 
for optimism in the future. 
Where reserves justify, base- 
metal mines will benefit from 
stronger markets as manufac- 
turing production in North 
America and Europe returns to 
normal levels. Eventually, this 
improvement will also affect 
the iron mines in Labrador, al- 
though it is doubtful whether 
total output and labour force 
will ever reach previous levels. 

New endeavours add 
brightness to the overall pic- 
ture. Diversification into new 
markets for coal, and into new 
products such as tin, potash, 
and more valuable metals such 
as tungsten and molybdenum 
give a more solid foundation 
to future plans. As exploration activity 
also resumes, and new minerals are dis- 
covered, there is the likelihood of other 
mining enterprises beginning in the 
region. 

Current efforts in this respect include 
a resumption of gold prospecting in New 
Brunswick and Nova Scotia, and a variety 
of rare minerals such as yttrium and zir- 
conium in Labrador. Any development 
based on conventional reserves, plus fur- 
ther reserves of established mineral ores, 
will strengthen an important part of ie 
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ENERGY: 


The backdrop 


of world oil 
prices 


Energy developments in Atlantic 
Canada in 1983 meant different things 
to different parts of the region. Both 
Nova Scotia and Newfoundland turned 
frequent glances towards offshore ex- 
ploration and development. Labrador 
hydro surfaced as an issue every so often. 
Potential new coal developments in Cape 
Breton may open new markets for coal. 
New Brunswick’s Point Lepreau nuclear 
generator began production with the pro- 
spect of a second reactor at the plant. 
And the price of electricity concerned 
residents of both Prince Edward Island 
and Nova Scotia. 


World oil prices drop 

All developments in the region were, 
in varying degrees, set against the 
backdrop of a fall in the world price of 
oil. At the end of 1982, members of the 
Organization of Petroleum Exporting 
Countries (OPEC) were struggling to 
maintain a base price of US$34 per bar- 
rel of oil. 

Various measures to achieve this end 
were tried, including voluntary limitation 
of oil production to 17 million barrels 
per day (b/d). This was far below the 
output OPEC controlled during the late 
1970s (about 31 million b/d) and in fact 
actual production at the end of 1982 was 
probably closer to 15 million b/d. 

Reasons for this rather severe reduc- 
tion in market influence on the part of 
OPEC were not difficult to identify. De- 
mand for energy had progressively gone 
down in the decade or so since the first 
world oil price shock, as people turned 
down their thermostats, wore more 
sweaters, and drove smaller cars. There 
had also been a significant switch away 
from oil to other forms of energy. New 
producers developed reserves, including 
Mexico and the nations around the 
North Sea. And global recession had re- 
duced demand even further as factories 
and plants closed their doors. 

All these problems came to a head 
early in 1983, and the end result was a 
reduction of the base price for OPEC oil 
to US$28 per barrel. There were recur- 
ring worries throughout the year that 
even this price would not hold as produc- 
ing countries, both members and non- 
members of OPEC, continued to dis- 
count prices to a degree. 

These global rumblings, of course, 
work their way down to the Atlantic 
region at some stage. So far, offshore ex- 
ploration has not been affected very 
much, and indeed several new programs 
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e Drops in the world price for oil do not hamper 
hydrocarbon exploration off Newfoundland or Nova 
Scotia, although lack of a resource management 
agreement between the federal and Newfoundland 
governments is still a worry 


e New Brunswick’s Point Lepreau nuclear generator 
begins transmitting power to New England, and a 
second generator is considered 


e Nova Scotia’s thermal generators in Cape Breton may 
face much higher prices for coal feedstock 


e Prince Edward Island and Nova Scotia residents face 
higher electricity charges. 





have been announced both off Nova 
Scotia and off Newfoundland. 

Both existing and new drilling pro- 
grams off Newfoundland, indeed, have 
thrived in spite of few signs of a resource 
management agreement between federal 
and provincial governments regarding 
offshore development. The effects of 
generous federal incentives to explora- 
tion groups with certain proportions of 
Canadian content cannot be ignored in 
assuring that frontier exploration in Can- 
ada maintains a certain level. 





Sonne 


Offshore Newfoundland — still no 
agreement 

The public imagination has probably 
been more directed towards the impasse 
between Newfoundland and the federal 
government this year. A flurry of op- 
timism early in the year attended new in- 
itiatives in this respect, and by all ac- 
counts a resource-management agreement 
was ready to be signed. The optimism, yet 
again, was misplaced, and increasingly 
bitter recrimination rapidly took its place. 
Both sides now await final decision on the 
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matter to come from the Supreme Court 
of Canada, although the Newfoundland 
Supreme Court has already ruled in 
favour of the federal position. 

Both sides to the dispute have at- 
tempted to exercise authority at various 
times during the year, with exploration 
companies falling in the middle. One 
rather disturbing series of incidents saw 
conflicting instructions issued to rigs dur- 
ing one of the worst years in many for 
ice. Another saw the federal government 
unilaterally issue exploration permits for 
several new programs of drilling in dis- 
puted areas. 

It is testament to the promise of such 
discoveries as Hibernia that at year-end 
a total of nine drill rigs or drillships had 
operated, or were still operating, either 
on the Grand Banks or in the short 
season on the Labrador Shelf. 


Offshore Nova Scotia — gas, but no oil 

Activity also picked up off Nova 
Scotia. At the beginning of 1983, a total 
of six rigs were drilling on behalf of three 
groups of companies. Movements of rigs 
in and out of the region during the year 
mean this number will increase to eight 
or so by year-end, and as many as five 
groups of companies will be exploring for 
hydrocarbons. Several other consortia 


have definite plans to begin exploration. 

Attention is also centred on develop- 
ment of the Venture natural gas deposit 
near Sable Island, the only confirmed 
commercial reserve off Nova Scotia. 
World prices take on a little more mean- 
ing in this respect, and particularly in 
light of large surpluses of gas in North 
America. 

The logical market for the gas, out- 
side the Maritimes, is in New England, 
an area which is only partially served by 
gas imported in liquid form from 
Algeria. By all accounts, Venture gas 
would be more than competitive in this 
market even after a series of reductions 
in the federally set export price for gas. 

A relatively novel twist to the off- 
shore story was added in late summer 
when a rig spudded a well off the north 
shore of Prince Edward Island. This was 
the first wildcat to be attempted in the 
southern Gulf in three years, but unfor- 
tunately the well was dry. Dome Petro- 
leum will in all probability begin an ex- 
ploration program in the Northumber- 
land Strait in 1984 once exploration per- 
mits have been obtained. The same rig 
which drilled off the Island in 1983, on 
behalf of a group of companies which in- 
cludes Irving Oil, moved in September 
to begin another wildcat in the Bay of 
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Fundy near Saint John. 


Lepreau begins production 

New Brunswick had its own energy 
event to celebrate in 1983 as the first elec- 
tricity was generated at Point Lepreau. 
Investigations into installing a second 
nuclear generator at Lepreau are 
proceeding. 

Lepreau electricity now joins power 
from other sources in flowing both to 
domestic customers and to utilities in 
New England. This welcome diversifica- 
tion in the export-oriented economic 
base of New Brunswick is enhanced 
somewhat by the location of the pro- 
vince. This enables it to act as a 
‘“*broker’’ in channelling, for example, 
electricity from Quebec to final markets. 


Labrador hydro potential stalled 
There was little progress in 1983 in 
resolving problems which still surround 
benefits from Labrador hydro. Under a 
1969 agreement, Hydro-Quebec buys the 
bulk of the power produced at the 
Churchill Falls development at prices 
equivalent to less than $2 per barrel of 
oil. This agreement was signed for a 
period of 65 years. Attempts to rene- 
gotiate have been unsuccessful, and a 
series of high court actions also seems to 











Petro-Canada’s quest to harvest energy 
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money and jobs back into 
communities throughout the 
Atlantic region, and 
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be running against the Newfoundland 
position, although a decision by the 
Supreme Court of Canada is still 
pending. 

Newfoundland is in the odd situation 
of owning one of the most valuable 
sources of electrical power in America 
(plus other sites in Labrador of enor- 
mous potential), yet at the same time 
contemplating the prospect of meeting its 
own medium-term provincial needs by 
expansion of thermal generation based 
on expensive imported oil. The province 
badly needs access to Labrador hydro to 
meet its own growth in demand, but this 
access is denied under the agreement with 
Hydro-Quebec. There are indications, 
however, that a new agreement may be 
reached in 1984. 


Thermal generation expands in 
Cape Breton 

Cape Breton coal production during 
1983 has remained relatively stable. Most 
of the production has been slated for one 
of two major markets, the Nova Scotia 
Power Corporation’s big thermal gen- 
erating plants at Lingan, and the Sydney 
Steel works. Activity at the latter has hic- 
cupped along throughout the year, and 
its future still remains somewhat 
uncertain. 

The first two generators at the 
Lingan complex have been producing 
electricity for several years, with double 
the capacity now under construction. 
This extra capacity at Lingan is the most 
assured future market for coal, but nego- 
tiations for a new contract for prices in 
1983 have been uncompromising. Under 
the expiring contract, NSPC pays 
$49/tonne. The Cape Breton Develop- 
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ment Corporation (DEVCO) has main- 
tained it needs $70/tonne to break even 
on its coal mining operations, which lost 
$22 million in 1981/82. 

DEVCO’s expansion plans are not 
solely confined to selling coal to NSPC, 
however, and there are other irons in the 
fire. Some sales have been made to steel 
mills in Asia during 1983, and trials to 
test coal in alternative fuel forms have 
been quite encouraging. One of these 
sees a test of a coal-water slurry as fuel 
for generating electricity in oil-burning 
plants. The slurry can be stored and 
transported in much the same way as oil, 
and conversion of burners from oil to 
burn the slurry is reportedly much less 
expensive than conversion to burn coal 
as a solid. Tests are being conducted at 
the New Brunswick Electric Power Com- 
mission’s plant at Chatham. 

Even more radical experiments are 
being conducted. These aim to liquefy 
coal into a synthetic oil as a substitute 
for heavy fuel oil. Should these tests 
prove economical, a huge plant to 
liquefy coal would probably be built 
somewhere in Cape Breton. 


Prince Edward Island — electricity rate 
blues 

The rates paid for electrical power 
have remained a big concern of residents 
and businesses in Prince Edward Island. 
The province still pays the highest power 
rates in the country with no relief in 
sight. During the past several years, it 
has switched to buying almost all of its 
power from New Brunswick, effectively 
retiring its thermal plants on the Island 
to the status of emergency peaking 
capacity. Planning for the Island’s future 








power supply includes consideration of 
several options, including purchases 
from Hydro-Quebec. 

Power rates also became more of an 
issue in Nova Scotia during 1983, as 
several years of subsidized rates finally 
began to fall prey to restraints on govern- 
ment spending. There is still likely to be 
an extended period of rate increases for 
the next several years. 

The Tidal Power Project at An- 
napolis Royal is almost complete, 
although start of operations is being 
stalled by industrial action affecting the 
Nova Scotia construction industry. 
There are still fond hopes of a giant bar- 
rage to harness the Fundy tides, but 
availability of cheaper energy sources 
may delay any substantive action on such 
a project well beyond the end of this 
decade. 


Energy exports encouraging 

In a little more than a decade, energy 
exports from Atlantic Canada have 
increased from virtually nothing to being 
worth (in 1982) almost $300 million. 
Most of this at present is in the form of 
electrical power from Labrador (via 
Quebec) or New Brunswick. 

The prospect of oil or gas exports re- 
mains exciting, although a little tantaliz- 
ing given fluctuations in world prices for 
energy. It is probable that offshore 
development eventually will occur, and 
this would represent a welcome shot 
in the arm for the entire region. The 
glamour of such a development, how- 
ever, should not deter exploration 
of other sources of energy production 
whether to supply regional markets or 
for export. Es 
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The Federal Business Development Bank 
has been providing business with expert 
advice and financial backing for years. 
Now we can do more. Our major services 
are being expanded to help your business 
grow. 


Our term lending services 


As a supplemental lender we can often 
provide financing for a project when others can't. 
We offer medium and long term loans. We have 
broadened our term lending options and offer 
loans with floating or fixed interest rates... be it 
for one, two, three, four or even five years. Our 
floating rate loans can be switched to fixed 
terms on request. 


Our investment banking 


We have expanded this service to make 
investment financing more accessible to 
promising small and medium-sized business 


by seeking and encouraging investment capital 
from the private sector. By backing business 
as a minority shareholder we can provide the 
financial boost needed. 

Our investment banking functions include: 
underwriting, syndication, packaging, inter- 
mediation and equity investments. 


Our management services 


Our business management seminars, clinics, 
owner/manager courses and counselling serv- 
ices have helped small businesses all across 
Canada improve their operation and achieve a 
higher level of profits. We are prepared to make 
these services more specialized by working with 
specific industry groups. 

Our services also provide information on 
government assistance programs available to 
businesses. This information and data on various 
sectors of the economy will soon be computer- 
ized for easier and quicker access. 


For more information about the FBDB generally, or about specific services, please contact the branch 
office in your area or write to Atlantic Regional Office, P.O. Box 1656, Halifax, Nova Scotia, B3J 


3K1 Branch offices located in: 

Halifax Edmundston 
Dartmouth Bathurst 
Bridgewater Fredericton 
Truro Saint John 
Sydney Moncton 
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CONSTRUCTION: 








A more 
sustained 
recovery 
needed 


Lower interest rates and a range of 
government incentives were the main 
stimulants behind construction activity 
in 1983. A mid-year review of capital in- 
vestment intentions in construction pro- 
jects indicated that total spending in 1983 
would reach $3.7 billion, a 14 per cent 
increase from 1982. 

About 70 per cent of this total is con- 
centrated in three areas: energy and min- 
ing projects; government developments; 
and housing. All activity in the private 
sector to do with industrial and com- 
mercial building, apart from that related 
to energy projects, remained on a par 
with, or. occasionally fell behind, the 
pace of 1982. 

Energy and mining construction is 
anticipated to reach a value of $1.2 
billion in 1983, accounting for about 
one-third of all new capital construc- 
tion. Potash developments in New 
Brunswick, and coal and offshore- 
related endeavours in Nova Scotia 
account for the lion’s share of this 
activity. 


Home building surges in early 1983 


By the end of August, 1983, the num- 
ber of housing starts in the region’s ur- 
ban centres was more than double the 
number for the same period in 1982. 
Most of this occurred in the first half of 
the year and was definitely assisted by a 
variety of government incentives to 
stimulate home-building. Lower 
interest rates also played their part in 
this respect. 

As government programs came to a 
close, the rate of housing starts slowed 
down, and the traditional seasonal 
trough as winter approaches has increased 
this rate of decline. The number of 
homes started during the second half of 
1983, however, will be higher than in the 
same period in 1982. The outlook for 
1984 in this respect will depend more on 
interest rates, although increased con- 
sumer confidence in the future could add 
a spur. 


Public projects tide builders over 


Public capital spending on non-res- 
idential construction has almost certainly 
helped much of the construction sector 
stay afloat over the past two years. Much 
of intended government capital con- 
struction in 1983 (expected to exceed 
$700 million) related to a range of ma- 
jor projects in all four provinces. These 
include bread-and-butter projects such as 
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this respect 





e Lower interest rates and government incentives spur 
residential building over the first half of the year, and 
1984 may also record a reasonable performance in 


e Public spending less assured in future as governments 
at all levels face the spectre of large accumulated 
deficits, but public projects have done much to keep 
the building industry alive since 1981 


e More expansion in the private sector required for sus- 
tained improvement in construction, although energy 
and mining projects look bright. 





highway improvements, and big electric- 
ity developments in Nova Scotia and 
Newfoundland. 

Many public projects which were 
delayed for a variety of reasons in early 
1983 received a boost by means of the 
Special Recovery Projects Program 
announced as part of the federal budget 
in April. By the end of May, some $275 
million had been committed to projects 
in Atlantic Canada. These include 
long-standing proposals such as a new 
veterinary college in Charlottetown, a 
start on a foresty research complex in 
Fredericton, and fisheries infrastructure 
and harbour improvements throughout 
the region. 

Some time must elapse, however, bet- 
ween the announcement of any project 
and actual start-up of work. As 1983 ap- 
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proached its close, tenders on many 
special recovery projects were still being 
called, and this means that little work 
will actually begin before the 1984 
construction season. 


Private sector construction still slow 


Private industry has not been invest- 
ing capital in non-residential construc- 
tion to the same extent that government 
has over the past two years. At the start 
of the third quarter of 1983, building per- 
mits for industrial construction were 
down in Newfoundland and New Bruns- 
wick, and only slightly up in the other 
two provinces. A _ similar pattern 
characterized permits for commercial 
(retail, office, and accommodation) 
building. 

This indicates that the business sec- 
tor has been waiting for more 
solid signs of sustained recovery 
after taking quite a severe bat- 
tering since mid-1981. If this 
strengthening comes in early 
1984, construction later in the 
year could pick up consider- 
ably. 

The Conference Board of 
Canada’s fall survey of business 
confidence confirms these 
circumstances. Respondents to 
the survey expressed varying 
uncertainty about a better 
economic performance into the 
first quarter of 1984, and a 
change in these expectations 
will be necessary to stimulate 
any increase in capital spending 
in plant and equipment. 











Government reaching its limits 


Given substantial provincial 
and federal budget deficits it is 
doubtful whether the pace of 
public spending can be sustain- 
ed at the same level as over the 
past two years. Restraints on 
government spending now have 
considerable public sympathy 
even where public investment 
may pay off in the future, such 
as generating stations or 
research and development facil- 
ities. Many businessmen, how- 
ever, regard the servicing of 
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accumulated deficits as likely to push 
up interest rates at some stage, and thus 
deny much-needed funding from the 
money markets for private capital spend- 
ing. 
There are further concerns, as well, 
about labour difficulties in certain parts 
of the region. Many projects on main- 
land Nova Scotia have been affected, 
during 1983, by a protracted strike by 
electrical workers. The electricians, and 
other tradesmen, are striving to achieve 
a contract which would come close to 
earlier settlements which saw plumbers 
and carpenters get substantial wage in- 
creases in each of the next four years. 

Nova Scotia’s pipefitters have also 
been awarded a substantial long-term 
contract. There have been expressions of 
concern that quite generous settlements 
such as these, apparently designed to 
assure industrial peace over a period dur- 
ing which offshore development could 
begin, run against federal anti-inflation 
guidelines. 

The construction industry needs an 
improved performance in other sectors 
of the economy before much of the dam- 
age of the past two years can be undone. 
To repeat, this involves a time 
lag between the decision to expand and 
the actual expansion itself. Until 
this expansion begins, however, a 
reasonably strong housing market can do 
no more than keep construction ticking 
Over. aj 















Still in 
low gear 


The gradual international recovery in 
1983 has kept the region’s manufactur- 
ing sector in low gear. A large propor- 
tion of manufacturing activity in Atlan- 
tic Canada is closely tied to processing 
resources for sale in export markets, and 
slowish recovery in demand in these 
markets means regional capacity is still 
under-utilized in 1983, although there 
has been an improvement since 1982. 

Keeping output in line with expensive 
inventories remains an important and 
delicate part of production decisions, 


MANUFACTURING: 








and this is reflected in employment and 
Output levels. To the end of September, 
the average number employed in 
manufacturing each month was 107,000, 
down from 109,000 over the same period 
in 1982. 

Later in 1983 there were, however, 
some signs of improvement. Comparison 
of only the third quarters of 1983 and 
1982 reveals an increased level of 
employment, and there is likely to be fur- 
ther improvement by year end. 


Shipments remain slow 

Shipments of manufactured goods, 
however, were down by about 4 per cent 
over the first three quarters of 1983, but 
once again a stronger second half may 
compensate for earlier months. As it is, 
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e Resource-based processors generally still mired in 
recession, although food processors are showing the 


e Slowish recovery in major markets elsewhere in North 
America also means other manufacturers basically 


e An increased pace in the region’s factories necessary 
to fuel export growth. 











shipments from Prince Edward Island- 
were up by about 12 per cent to the end 
of September, and shipments from Nova 
Scotia had also slightly increased. The 
better showing for the Island may be due 
to increased value of processed lobster 
after a good fishing season for this 
species. 

Shipments from Newfoundland and 
New Brunswick were down quite sub- 
stantially as resource-based sectors in 
each province struggled to regain their 
feet after the recession. This is mainly 
due to slow demand for forest products 
from both provinces, particularly pulp 
and paper. Lumber producers, however, 
have had a good year as housing markets 
recovered, but even here housing starts 
have not reached levels previously 
recorded at the end of the 1970s. New- 
foundland has also been encountering 
severe problems in its fish processing 
sector. 

Metal fabrication and transportation 
factories have not performed well so far 
in 1983, and recent better news for Syd- 
ney Steel and the Hawker Siddeley car 
works in Trenton, Nova Scotia, is not 
likely to be reflected in final figures for 
the year. 

Food and beverage manufacturers 
have been one of the region’s brightest 
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growth areas during the 1970s, and 
final figures at the end of 1983 will 
probably show a slightly better year than 
in 1982 in spite of a sluggish perform- 
ance over the first three quarters. Reor- 
ganization of the fish-processing sec- 
tor in both Newfoundland and Nova 
Scotia may improve results in early 
1984. 
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Investment intentions relfect overall 
conditions 






This generally slow pace so far in 
1983 is also reflected in intended capital 
investment in both manufacturing con- 
struction and equipment installation. 
The trend seems to be spending on 
repairs rather than on new plants, and 
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~xpansion in terms of new facilities does 
not figure significantly in business plans. 

There have, however, been several 
positive developments during 1983, each 
with longer-run benefits for the region. 
An almost $4 billion contract for the 
Department of National Defence’s next 
generation of frigates will be coordinated 
by Saint John Shipbuilding and Drydock, 
with substantial parts of the work being 
sub-contracted all over eastern Canada. 

CN Rail has increased its orders for 
steel rails from Sydney Steel, and recovery 

‘In domestic and American housing 
markets has caused companies to dust off 
modernization of some of the region’s big 
sawmills. There are ongoing moderniza- 
tion programs under way at many of the 
biggest pulp and paper mills in two of the 
four provinces. 

Manufacturers as a group are also 
collectively relieved that the federal gov- 
ernment has decided not to reduce freight 
rate assistance programs which, since the 
1920s, have subsidized the movement of 
products both within the region and to 
important markets in central and western 
Canada. A study of the importance of 
these subsidies during 1983 came on the 
heels of reduction in levels of parts of the 
program over the past two years. 


Threats to manufacturing remain 

There are many uncertainties facing 
important parts of the region’s manu- 
facturing sector in the near future. The 
European Economic Community is 
reportedly examining a reduction of its 
imports of newsprint, and this would 
seriously affect Newfoundland pulp and 
paper mills especially. The Canada 
Packers plant in Charlottetown has been 
reduced to the status of a kill-and-chill 
operation, and indeed only remained 
open after intervention by the provincial 
government to buy the plant. Island 
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authorities are negotiating with other com- 
panies to open a new meat-packing plant 
to serve the province’s livestock farmers. 
Although a new communications 
technology factory has been built by 
Mitel at Buctouche in New Brunswick, 
recession has taken its toll of the com- 
pany to the extent that no work has yet 
started there. Future expansion of this 
plan is in doubt, but local residents 
would probably be thankful if even the 
present space became operational. 


Gradual recovery likely 

Taken as a whole, the region’s 
manufacturing sector will probably show 
slight gains at the end of 1983 as gradual 
recovery in major markets trickles down 
in the form of orders from regional fac- 
tories. A large part of total production is 
in the form of semi-finished goods which 
undergo further manufacture into end 
products in other parts of North Amer- 
ica. Many American factories have been 
reducing accumulated inventories during 
the recovery to date, and only when these 
inventories begin to build up again will 
definite orders emerge from the United 
States and other buyers. 

Recovery in the United States is ex- 
pected to be modest by post-war stan- 
dards, as consumer confidence remains 
relatively low, unemployment rates re- 
main high, and job security is not quite 
as assured as in the past. There have been 
considerable reductions in inflation, but 
interest rates remain high especially when 
compared to the rate of inflation. 

Incomes have also, in general, tended 
to increase by less than the rate of infla- 
tion, which means that a mild consumer 
spending spree in 1983 in Canada and the 
United States has been financed largely 
from personal savings. A more robust 
recovery must await the time when con- 
sumers feel comfortable with spending.@ 
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TOURISM: 


High 
expectations, 
spotty 
performance 


Most tourist operators in Atlantic 
Canada began their plans for the 1983 
season in the expectation that recovery 
from recession would persuade people to 
undertake the travel they had tended to 
deny themselves in 1982. Personal 
restraint during 1982 prompted many to 
stay closer to home, if indeed take any 
vacation at all. 

There was probably a lot of truth to 
the sentiment that people would travel 
more in 1983, but overall benefits to the 
Atlantic region have been uneven, with 
some areas reporting good results, others 
not so good. The biggest disappointment 
was in Prince Edward Island, where the 
number of visitors in the two peak 
months of July and August was down 
quite significantly over the same two 
months in 1982. There was a little im- 
provement in the shoulder-month of 
September, which turned out quite warm 
and sunny, but not enough to improve 
overall performance much. 


Fewer Quebeckers go to the Island 
The main reason for this decline on 
the Island was a drop in the number of 
Quebec visitors. It appears that residents 
of this province turned southwards this 
year after several years of unfavourable 


exchange rates vis-a-vis the American 





ATLANTIC INSIGHT, DECEMBER 1983 











province 





S925 


e High expectations earlier in 1983 have not always 
been fulfilled, and Prince Edward Island in particular 
has fallen short of targets 


e Theme promotions in the other three provinces seem 
to have paid dividends in attracting visitors, although 
performance has not been uniform across each 


e The industry probably aiming for quite rapid change 
as the demands of tourists for more and better 
facilities increase. 





dollar had tended to deflect them to 
other parts of Canada. The number of 
American tourists to the Island was up, 
and bus tours did very well. 

Reasons for overall declines in tourist 
travel to the Island are difficult to iden- 
tify. American visitors may realize that 
a depreciated Canadian dollar is not such 
a good deal in the face of high prices for 
gasoline and other consumer items. As 
well, evidence is accumulating that 
tourists demand much more than warm 
water swimming, clean accommodation, 
and overall hearty down-home surroun- 
dings. They also demand sophisticated 
entertainment, and accommodation 
facilities such as tennis courts, whirlpool 
baths, and swimming pools. 

The undoubted physical attractions in 
Prince Edward Island must, over the next 
few years, be complemented by quite a 
radical addition of infrastructure to main- 
tain and expand its share of the tourist 
market if these trends are confirmed. 
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These promotions pay off 

The other three provinces hinged 
their tourist seasons on a variety of 
themes. Indeed, Nova Scotia managed to 
combine two themes which celebrated 
different ancestries. In northern and eas- 
tern parts of the province, the Interna- 
tional Gathering of the Clans came to 
town for the second time. In western 
areas, the Bicentennial of Loyalist settle- 
ment saw a wide variety of activities 
undertaken. By all accounts, Nova 
Scotia did the best of all the provinces, 
particularly in attracting American 
visitors. 

New Brunswick is perhaps better 
known as the centre of Loyalist settle- 
ment in eastern Canada, and the pro- 
vince staged its own array of celebrations 
on the Bicentennial theme. This promo- 
tion was particularly successful in the 
main areas of Loyalist settlement, in the 
southern half of the province which 





is also adjacent to the United 
States. 

An added attraction in Saint John 
was the brand new Market Square devel- 
opment, with shopping facilities, hotels, 
and convention accommodation. Other 
parts of New Brunswick, away from the 
south, did not fare as well as the 
south. 

Newfoundland also celebrated its his- 
tory with a promotion centred on the 
400th anniversary of the landing of Sir 
Humphrey Gilbert. Official figures put 
visits in June and July up by 6.5 per cent, 
due in particular to more people travel- 
ling from the Northeastern States and 
Ontario. In general, the province also 
maintained its number of visitors from 
Quebec and Nova Scotia (the two most 
important origins of vacationers in New- 
foundland) as well as New Brunswick 
and Prince Edward Island. 

Throughout the region, the tourist 
season in 1983 may not have lived up to 
expectations but good performances in 
certain parts offset a decline in tourists 
elsewhere. The tourist industry is a most 
important part of Atlantic Canada’s 
economic base, and provides many jobs 
during the summer season. Theme 
promotions are one way to attract more 
visitors, and undoubtedly complement 
the natural physical attractions which 
abound. The need to develop the field of 
specialist vacations still remains a con- 
cern and a challenge as tourists continue 
to demand better and better facilities as 
a matter of course. a 
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TRANSPORTATION: 





Dominated by 
freight subsidy 
issues 


Freight subsidies in Atlantic Canada 
date back to 1927, with passage of the 
Maritime Freight Rates Act. This was de- 
signed to assist the transportation of 
goods both within Atlantic Canada (it 
was extended to cover the island of New- 
foundland when that province joined 
Confederation in 1949) and also to assist 
transportation of goods to important 
markets in central and western Canada. 
Initially applied only to transportation 
by rail, the subsidy was extended to 
transportation by trucks by means of the 
Atlantic Region Freight Assistance Act 
in 1969. 

These rather complex pieces of leg- 
islation have become such an important 
part of business decision-making pro- 
cesses in the region, there was an uproar 
when the federal government made a un- 
ilateral decision to commission a study 
into the possible effects of reduction or 
removal of assistance early in 1983. The 
study came on the heels of a progressive 
reduction of the subsidy on transporta- 
tion within the region since early 1982, 
from a level of 15 per cent to 10 per cent 
in one year. 






Strong reaction to proposed change 

Businesses and various interest 
groups trumpeted their alarms at the 
prospect, coming as it did at the same 
time as profound changes to the Crow’s 
Nest freight rates began their laborious 
passage through Parliament. If a long- 
standing, almost sacred system of sub- 
sidies to assist the transport of western 
grain to point of export could be 
changed, it was argued, then what hope 
could be held out for Atlantic freight 
subsidies? 

In the event, the subsidies remain un- 
touched, at least for the time being. Final 
results of the consultants’ report, how- 
ever, underlined the substantial reliance 
of Atlantic Canada’s resource producers 
and manufacturers on the subsidies, and 
therefore their vulnerability should they 
be reduced or removed. Complete re- 
moval of all subsidies, it was estimated, 
would mean the loss of more than 12,000 
jobs in the region. Industries particularly 
affected would be forestry, and food 
products. 

Although the subsidies remain in 
force, the reliance of important sectors 
on such assistance is disturbing, and it 
is doubtful whether the issues raised over 
the past two years have finally been laid 
to rest. Even the theory behind subsidies 
has become confused. One school of 
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Newfoundland 


thought sees them as an integral tool of 
economic development, another as an 
obligation to make certain of the terms 
and conditions of Confederation a 
little more equitable, given the area 
covered by Canada and distance be- 
tween markets. If nothing else, the dis- 
cussions of 1983 have served to high- 
light the importance of good transpor- 
tation systems to keep Atlantic busi- 
nesses competitive. 


Port results show mixed results 
Shipping through the ports of Hali- 
fax and Saint John has reflected, in part, 
the relative performance of the New 
Brunswick and Nova Scotia economies 





* eo dominated by discussions over the future of 
freight assistance subsidies for Atlantic goods, which 
remain untouched, at least for a while 


e Port of Halifax improves its performance, Port of 
Saint John suffers from poor performances in New 
Brunswick’s resource industries 


e Traffic on CN Marine’s ferries indicates slightly bet- 
ter performances in both Prince Edward Island and 


e Eastern Provincial Airways dogged by labour dispute 
throughout year. 


SIOHOIN GIAVG. 





in 1983. The heavily resource based New 
Brunswick economy has not yet been 
able to accomplish much in the way of 
recovery, as markets for forestry pro- 
ducts (except lumber) and minerals have 
remained soft. Tonnage shipped through 
Saint John as a result was down by more 
than 16 per cent to the end of August 
Over the same time period in 1982, 
although there were signs of improve- 
ment after the first half of the year. 
Halifax, on the other hand, has done 
much better, with tonnage up by 9.5 per 
cent to the end of September. There were 
particularly big increases in imports of 
crude oil and exports of refined oil and 
gypsum. Halifax has also reversed a 
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trend of container lines leaving the port 
in the past few years, and new lines have 
begun calling, including the American 
giant of the business, Sea-Land. There 
are also proposals afoot to expand the 
Fairview Container Terminal to accom- 
modate more than one ship loading or 
unloading at any one time. 





Ferry traffic improves, but strikes affect 
air traffic 

Commercial traffic using CN 
Marine’s ferries also reflect improved 
economic conditions in Prince Edward 
Island and Newfoundland. Crossings on 
the North Sydney-Port aux Basques run 
were up by 8 per cent, those on the Tor- 
mentine-Borden run were up 6 per cent,. 
both over the first nine months of the 
year. 

Air transportation within the region 
in 1983 saw an extremely bitter labour- 
management confrontation at Eastern 
Provincial Airways. Contract negotia- 





tions were due with both ground staff 
and pilots. The ground staff settled 
relatively quickly, but an acrimonious 
dispute arose with the pilots. 

The airline reached the stage of dis- 
missing its unionized pilots and began 
hiring replacements. A series of legal bat- 
tles ensued, even after the strike was 
settled, and the latest episode in the fight 
saw the airline’s right to dismiss its pilots 
upheld on an appeal of a previous La- 
bour Relations Board decision. 


Transportation — time for study? 

Transportation issues are rarely very 
glamourous because of the complexity of 
the sector. Even important discussions, 
such as those surrounding freight sub- 
sidies, are usually carried on at a level 
which the general public either fails or 
neglects to understand. 

This underestimates the importance 
of the region’s carriers of goods and peo- 
ple as an integral part of Atlantic 
Canada’s total economy, both as a 
means of getting products to market, and 
as a source of employment in its own 
right. The events of 1983 may herald 
some important structural changes with- 
in the entire transportation sector, and 
these deserve more attention and review 
of alternatives before the fact rather than 
after. e 
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tax shelter... 


Time is running out on the MURB program. 
Qualico Securities Ltd. is offering a limited 
number of Multiple Unit Residential Buildings to 
Canadian Investors in 1983. 


Contact your Qualico Investment Consultant for 
more information concerning your 1983 
investment and tax planning program. 


QUALICO SECURITIES LTD. 


12 Offices in major cities across Canada. 


Halifax St. John’s 
(902) 423-6113 (709) 753-7782 





A Restoration Project by 


BRUNSWICK GROUP LIMITED 
‘A Capital Corporation” 


1668 BARRINGTON STREET 


A distinguished and charming mercantile building 
of the past with a totally new interior located in the 
heart of Halifax’s central business district. 





























Attractive leasing packages are now available 
‘* for September 1983, with suites of 1,000 sq.ft. to 
a /. 5,000 sq.ft. per floor, premises up to 29,000 sq.ft. 
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For Leasing Information Contact — 


MARCIL TRUST 
LA (902) 429-9120 


Halifax Operation Canso Strait Operation 
1494 Lower Water St. P.O. Box 39 
Keith Brewery Bidg. Mulgrave, N.S. BOE 2GO 
Halifax, N.S. B3J 1T1 902-747-2444 Days 
902-429-2888 902-747-2307 Nights 
Telex: 019-23616 Telex: 019-37551 
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REGIONAL DEVELOPMENT POLICIES: 


A change, but 
is it for the 
better? 


The sudden demise of the Depart- 
ment of Regional Economic Expansion 
at the beginning of 1982 can be likened 
to fog rolling in; navigating in familiar 
waters suddenly becomes much more dif- 
ficult than if the air were clear. DREE 
represents the clear skies, when at least 
there was an accepted set of ground rules 
which governed regional development. 
Almost two years after DREE was dis- 
continued in its established form, there 
is no clear direction to regional 
programs. 

Although implicit policies and pro- 
grams to assist the various regions of 
Canada are as old as Confederation 
itself, explicit assistance only emerged 
after the Gordon Commission reported 
in 1957. Certain regions were singled out 
for special attention, including Atlantic 
Canada. The fundamental aim was to 
reduce regional disparities, and help 
regions realize their potentials. 


Development tools used to date 

Three main sets of policies have been 
used. The first is a complex system of 
revenue transfers by means of equaliza- 
tion payments and Established Program 
Funding, which assists health and post- 
secondary education. The second was a 
variety of short-term programs, often 
characterized as make-work projects. 
The third involves longer-term develop- 
ment initiatives, by such means as 
General Development Agreements. 

DREE, which was set up in 1969, was 
particularly instrumental in administer- 
ing the third of these mechanisms dur- 
ing the 1970s. General Development 
Agreements were signed with all the 
Atlantic provinces (although Prince Ed- 
ward Island had its own special form of 
agreement, the Comprehensive Develop- 
ment Plan) and provided the framework 
for an array of sub-agreements to cover 
various sectors and special projects. 

Commitments under the GDAs 
ushered in an era of cooperation and 
consultation between federal and provin- 
cial governments, but even by 1980 there 
were signs of radical change to this 
system. DREE’s share of the federal 
budget gradually declined over the 1970s 
(from 2 per cent in 1969 to less than 1 
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per cent in 1980), and the Atlantic pro- 
vinces’ share of this reduced allocation 
also declined substantially (from 53 per 
cent in 1969 to 32 per cent in 1980). 

The reasons for this decline are rather 
difficult to identify. One may be that 
DREE’s mandate required it to cut across 
traditional lines of responsibility of 
established federal departments, and 
cooperation between the various depart- 
ments is not a feature of the federal 
bureaucracy. There is also the fact that 
DREE spending lacked visibility, and the 
federal government may have resented 
this, especially when the provinces took 
credit for initiatives. 

Finally, in the early 1980s economic 
recession enveloped the industrialized 
world, and intensified the conflicts over 
regional development spending. As sharp 
eyes were turned to scrutinize the effec- 
tiveness of the programs, the fog began 
rolling in. 


The fog rolls in 

DREE as we knew it was dismantled 
ostensibly to change the focus from 
assistance for a limited number of 
specific regions (including Atlantic 
Canada) to assistance for all regions of 
Canada. Another aim was to expedite 
proposed major project developments 
across the nation. This broadening of the 
DREE mandate occurs at a time when 
disparities between the Atlantic region 
and the rest of the nation are widening. 

Program responsibilities of the old 
DREE and the Department of Industry 
Trade and Commerce were transferred 
to anew Department of Regional and In- 
dustrial Expansion (DRIE). A new 
Ministry of State for Economic and 
Regional Development has taken respon- 
sibility for policy with a direct link to the 
federal cabinet. The actual transfer of 
responsibilities has taken much longer 
than expected. 

This lengthy period of relative inac- 
tion is probably due to the fact that the 
dismantling of DREE was not preceded 
by any period of review. The inter- 
regnum represents the thickest part of 
the fog, and has not been without harsh 
criticism, particularly of lack of review 
of the good and not-so-good points of 
previous policies and programs. Mean- 
while, negotiations on a new set of 
GDAs (or their successors) were effec- 
tively stalled. It took 15 months before 
clear details of the new development 
assistance programs emerged. 





A new framework 

As part of the debate on the April, 
1983, federal budget, the main structures 
and responsibilities of the new Depart- 
ment of Regional Industrial Expansion 
began to emerge. A Regional and In- 
dustrial Development Program combin- 
ing many previous programs has become 
the federal government’s principal vehi- 
cle for delivery of regional development 
assistance. 

This program will be available across 
Canada with eligibility to be determined 
according to a index of disparity. The in- 
dex will be based on a measure of unem- 
ployment, income and fiscal capacity of 
each one of Canada’s 260 Census Divi- 
sions. Census Divisions in the Maritime 
provinces correspond to county lines. 

Criticisms have been levelled at the 
new structure. There is concern at the ap- 
propriateness of assistance at the level of 
Census Divisions. Such a small area fre- 
quently may lack the necessary in- 
frastructure to enable it to take advant- 
age of programs. Equally, concentration 
on the Census Division may detract from 
emphasis in natural growth centres. 
There are also claims that the system will 
be insensitive to chronic regional 
disparities, where hidden unemploy- 
ment, for example, would not be 
reflected in the development index. 


The ideal regional policy? 

Discussion of regional policies excites 
quite extreme emotions, especially in a 
region such as Atlantic Canada which 
has, to a degree, benefited from such 
policies. There are those who strongly 
believe that the programs which have 
demonstrably worked in the past (the 
GDA program is frequently cited in this 
respect) should be maintained and 
strengthened, and that the Atlantic 
region must have a substantial injection 
of public money to permit economic 
growth. 

At the opposite extreme are those 
who maintain that regional development 
policies interfere unduly with flows of 
capital and labour, and thus interrupt the 
workings of the market place. It merely 
becomes a prop which does not in itself 
cure, only supports, structures which 
would and perhaps should be allowed to 
fall down. 

Political realities dictate that any 
regional policy would probably fall be- 
tween these two extremes. Whether the 
radical changes of the past 18 months 
have struck this delicate balance remains 
to be seen. 
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Travel Insight 


A continuing series of vicarious 
voyages with landfalls in every corner 
of the world. We've marched into 
Berlin, waltzed through Australia, 
basked on Caribbean beaches, painted 
Russia red, been lost in the glories of 
Crete, supped a pint in London, 
bowed to the beauties of Japan, raised 
the flag in Cuba. While every one 
knows that where we live is where we 
like to be, it is nice to get away once in 
a while. Where to next? You won't 
know ‘till you get there! Come with 
us. You don't even need to pack a bag. 
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Each month, Atlantic Insight presents 
the region to the people who live here 
— and to a growing number of men 
and women elsewhere who want to 
stay in touch with their heritage. Each . 
month you enjoy the refreshing blend 
of news and views, wit and wisdom, 
pictures and people. You muse along 
with Harry Bruce, laugh along with 
Ray Guy. You meet the leaders, the 
comers, and the just plain folk. Atlantic 
Insight is the magazine of Atlantic 
Canada — so much more than just a 
news magazine. Subscribe now — and 
know what's going on around here. 


MORE THAN JUST A NEWS MAGAZINE 
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LABOUR: 


The rules 
of the game 
change 


For most of 1981 and all of 1982 
Canada, and indeed the world, was in 
the deepest recession since the 1930s. 
Over this period, unemployment in the 
Atlantic region and Canada as a whole 
reached record levels. With demand fall- 
ing worldwide for the region’s exports, 
capacity utilization in first the secondary 
and then the primary sectors declined 
severely. Plants closed and demands for 
raw material fell off. As recovery began 
to heat up early in 1983, unemployment 
rates, in contrast to previous experience 
with recession and recovery, remained 
virtually unchanged. The ground rules 
were changing. 


Trends in unemployment 

Patterns of unemployment in the past 
have been either structural (related to the 
composition of the economy) or cyclical 
(related to the ups and downs of the busi- 
ness cycle). In the Atlantic region both 
types of unemployment often hit with 
more severity than they do on the na- 
tional level. In the 1960s and 1970s, 
structural aspects, such as the entrance 
of the baby boom to the labour force and 
increased participation by women, con- 
tributed to rising unemployment levels 
even though demand and industrial out- 
put were on the increase. 

In the Atlantic region further struc- 
tural difficulties, including seasonal em- 
ployment patterns and lack of industrial 
opportunity, contributed to even higher 
levels of jobless. In addition, the region’s 
extreme dependence on resource-based, 
export-oriented primary industries made 
the region more vulnerable to shifting 
patterns of world trade and cyclical 
downturns in the economies of major 
trading partners. 


The recession and its aftermath 

Many specific aspects of the unem- 
ployment problems that we continue to 
have at present are indications both of 
the depth of the recession we have just 
come through and the changing ground 
rules in the labour market. Many prime- 
age workers (25 to 55 years old) with 
considerable training and experience 
joined the ranks of the unemployed for 
the first time. 

The unemployment rate for young 
males (15 to 25 years) continues to be 
much higher than average. Youth un- 
employment, often involving untrained 
and inexperienced workers, was more 
than | in 4in Canada. In parts of the At- 
lantic region this ratio reached 1 in 2. 
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Unemployment rates also varied within 
provinces, with areas such as Northern 
New Brunswick, Cape Breton and west- 
ern Newfoundland recording unemploy- 
ment rates far in excess of provincial 
averages. 

Unemployment statistics do not tell 
the whole story. Hidden unemployment 
is usually missed by official statistics. 
This hidden unemployment, sometimes 
caused by the so-called discouraged 
worker effect, includes workers who per- 
ceive a lack of job opportunities and 
leave the labour force (that portion of 
the population between the ages of 15 
and 65 who are working or actively look- 
ing for work). 


Changing rules 





NOLOHd/LIBHHONE 


As recovery progressed and output 
began to inch back to former levels, ex- 
pected rebounding of employment and 
declines in unemployment rates did not 
occur. There are a variety of reasons for 
this. Discouraged workers who had left 
the labour force began to look for work 
again. As they rejoined the labour force 
participation rates increased. 

In addition, employment growth was 
slow by historic standards. Companies 
had found they could get by with fewer 
employees through increased produc- 
tivity. This has meant increased use of 
new technology and reduced require- 
ments for traditional skills. 

Labour demand has shifted to high- 
skill areas while the policy focus for 
government has shifted to the identifica- 
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APEC THE OUTLOOK: 


set the future direction of the industry. 


tion of skill needs, the meeting of skill 


requirements through training and the 
provision of temporary assistance to 
those caught in the middle. 


- Government’s role 


Although limited by fiscal restraint, 


- governments have managed to maintain 





traditional assistance programs while 
addressing, at least to some extent, the 
special cyclical problems that have come 
out of this recession and the new struc- 
tural problems which have begun to 
evolve. Unemployment insurance claims 
rose sharply during the recession, vastly 
over-taxing the UIC system and forcing 
adjustment to premiums paid by com- 
panies and individuals. By late 1982 and 
early 1983 many claimants faced exhaus- 
tion of their UIC eligibility. In response, 
the government committed $1.5 billion 
in 1983 to support directly the creation 
of jobs for those most seriously affected 
by recession. Commitments included 
funds for those who had exhausted their 
unemployment eligibility, and special 
programs for unemployed youth. 

In particular, the youth programs fo- 
cussed on programs to provide essential 
training and experience in addition to 
more traditional make-work programs. 
It is this type of policy (which addresses 
structural and cyclical problems simul- 
taneously) that much be the basis of 
future initiatives. 


The future 

The labour force will experience a 
period of profound changes over the next 
10 or 15 years. Structural pressures of the 
baby boom and greater participation by 
women will continue to be felt. Higher 
unemployment will be commonplace as 
new structural difficulties more than 
compensate for easing cyclical problems. 
A new emphasis on increasing produc- 
tivity through technological change will 
see certain workers displaced. Emphasis 
on training and retraining will increase 
and skill-demand forecasting will be- 
come an important and essential tool of 
government. 

Institutions will likely face con- 
siderable change in the future. Educa- 
tional institutions must consider ra- 
tionalizing programs offered with skills 
demanded. These institutions may also 
begin to consider more direct links with 
industry as they adjust to the realities of 
fiscal restraint. 

In the Atlantic region it seems certain 
that a high quality, well trained labour 
force must be part of future hopes for 
economic development and greater job 
creation. For this to occur, the region’s 
companies must pursue productivity 
gains by adopting new technology, and 
institutions and governments, along with 
business, must collectively recognize skill 
needs and provide or them. a 


ATLANTIC INSIGHT, DECEMBER 1983 








There are widely divergent trends in 
the short-term outlook for the Atlantic 
economy, mostly from province to prov- 
ince. Newfoundland fares the poorest with 
weaknesses in all major sectors. New 
Brunswick and Prince Edward Island will 
fall in line with the national pace of recov- 
ery in 1983, with a promise of better per- 
formances in 1984. Nova Scotia offers the 
brightest picture, with its relatively more 
diversified economic base, and the prom- 
ise of offshore-related developments. 


Newfoundland and Labrador 

Resolution of problems in the fish- 
ery, resumption of a higher rate of ca- 
pacity utilization in North America’s 
steel mills, and increasing demand for 
paper products are essential components 
of Newfoundland’s economic perfor- 
mance over the next year or two. In all 
three cases, the outlook for 1984 is rather 
sobering, but there is likely to be better 
news beyond this. 

Brighter points come from a respect- 
able pace of offshore exploration activ- 
ity in spite of falling world oil prices and 
lack of a resource management agree- 
ment between federal and provincial 
governments. The past 12 months 
have also seen a healthy pace maintained 
by residential construction, and some of 
this pace will continue into 1984 and be- 
yond. There are also major projects well 
under way in St. John’s and elsewhere in 
the province (including the Cat Arm 
hydro development) and these will help 
cushion the blow of a slower than average 
recovery. 


Prince Edward Island 

Predicting events on the Island is al- 
ways rather difficult because it is a rel- 
atively small economy, and any improve- 
ment in a single sector (particularly in 
agriculture, tourism, and the fishery) will 
definitely influence the course of the 
total economy. A better than usual 
potato harvest in 1983 is likely to carry 
over into 1984 as the crop moves to 
market during the early part of the year. 
Construction is also likely to be a bright 
spot as work starts on a new veterinary 
and aquamarine college, and Char- 
lottetown airport expansion continues. 
These will supplement a degree of re- 
sidential construction which itself re- 
presents a vast improvement over the 
past year or two. 

The tourist industry over the past two 
years has done no better than average, 
and for 1983 was actually quite a disap- 
pointment. This important part of the Is- 
land economy must examine its strategies 
for 1984, and must come to grips with 
changes affecting tourism in general. It 
may be that plans such as that proposed 
for a tourist complex at Greenwich, with 
comprehensive and integrated facilities, 
















Nova Scotia 

Economic performance for Nova 
Scotia is predicted to lead the country in 
1984, mostly riding on the shoulders of 
offshore exploration activity. Estab- 
lished drilling programs will continue, 
and new ones will begin. The prospect 
of actual developments offshore remains 
further cause for optimism, but the risks 
which attend this have increased over the 
past twelve months, mostly because of 
dropping prices for oil around the world. 

The relative diversity of Nova Sco- 
tia’s economic base compared to its At- 
lantic neighbours assures a degree of pro- 
tection from recession and more re- 
silience when business conditions im- 
prove. This should not, however, mask 
the fact that much of the resilience is 
found in the Halifax/Dartmouth urban 
area, the business, financial, educa- 
tional and administrative core of the 
province. Variations within Nova Scotia 
mean that recovery in Cape Breton or 
Pictou County, for example, may not 
match the provincial average. 






















































New Brunswick 

A degree of recovery in markets for 
forest products and minerals will benefit 
New Brunswick in 1984, but this re- 
covery will be very slow by historical 
standards and a large part of industrial 
capacity will remain idle until 1985. The 
province is better located to serve a 
strengthening market for newsprint than, 
for example, the forest product sector in 
Newfoundland, and the prices for im- 
portant base metals are beginning to im- 
prove. 

The next few years will also see rea- 
son for optimism in the New Brunswick 
economy, as potash shipments begin 
from mines near Sussex, and as construc- 
tion continues to maintain a healthy 
pace. The province, however, badly 
needs extra diversity to help it absorb 
economic downturns, and new manufac- 
turing plants could provide this diversity. 




















































The longer term. 

The more optimistic notes in the 
short-term outlook should not obscure 
the fact that the region still faces fun- 
damental problems of a structural na- 
ture. Some of these (high unemploy- 
ment, low productivity and low invest- 
ment) were discussed earlier in this sup- 
plement (see page 8). Finding a solution 
to these problems, along with others such 
as diversifying the range of our export 
products, and improving the markets to 
which these products are sold, represent 
challenges to the region’s businessmen 
and governments. They also represent 
true tests of the strength and character 
of all residents of Atlantic Canada. 
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Once you try it 


youll trust it! 


Priority Post Courier—already tried and 
trusted regularly by thousands of major 
courier users, for fast, reliable delivery 
within Canada, the U.S. and 13 countries 
around the world. 


Now, the same on-time performance is 
available to the occasional user. So whether 
you ship a bag every day, or an envelope 
now and then, Priority Post Courier gives 
you a choice of ways to take advantage of 
its dependability. 


Regular priority shipments: 
A fast, made-to-measure pick-up and 
delivery service that you can rely on. Talk 


“It works 
wkry itl? 





to your Priority Post representative to work 
out the specific arrangements that best suit 
your particular needs. 


Occasional priority shipments: 
Occasional customers can now enjoy the 
same fast on-time reliability. Simply drop 
off your shipments at any of more than 2,000 
Priority Post counters in hundreds of centres 
across Canada. Pick-up service is available 
in many centres. 


For more information call: 

Halifax 426-8147, Saint John 648-4774, 
Moncton 388-7076, Fredericton 452-3890, 
Charlottetown 566-7070, St. Johns 772-5233 





PRIORITY POST COURIER, A NEW SERVICE OF CANADA POST CORPORATION. 


